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This  report  on  the  administration  and  operation  of 

-Title  I  cf  Public  Law  87^  is'  a  descriptive  and  evaluative  study  of 
*he  Federal  Impact  Aia  Program.  Chapter  one  discusses  the  history  and 
basic  elements  of  the  prograrft,  ana  the  plan  6f  study  uj=ed  -in  the 
evaluation,.  Ihie  methodology  of  the  siudy,  which  includes  th€ 

jzh a ract eristics  and  validity  of  the  Economic  Impact  Model  in 

"comparison  with  more  conventional  models,  1$  examined  in  chapter  two. 
Chapter  *hree tconsid^rs  evidence  fcr  seducing  or  revising  the  Impacx 
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federal  property,  and  strateaies  for  mitigating  adverse  effects  of 
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agencies  for  compensatory  /pay ment s.  The  last  two  chapters 4 include  the 
report1  s  findings  £nd  legislative  recommendations*  Sixr«$  appendices 
provide,  supplementary  asdLper  iphe^ral  information  ; related'  to  the 
Federal  Impact  Aid  Program  and  to  this  report.'  (JCD) 
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September  1,  19Sl 


The  President  J 
The  White  House  _     r  m 

Washington,  D.C.    20500      ,   r  - 

Dear  Mr.  President:   ,  1  '  *  .s 

We\  submij:  the  report  of  the  Commission  on  the  Review  of  |bhe  Federal 
Impact  Aid  Program  with  our  recommendations  t  for  changes ^in1  tfce  *  Impact 
Aid  Program  as  required  by  section  1015  of  Public  Law  95-561. 

Our  Tecommendatiqns  reflect  the  views  of  a  majority  of  the  members  of 
the  Commission.     Two  Commissioners  have  submitted  separate  views  which 
are^ncluded  in  this  report. 
1 

We  believe  that  ,our,  recommendations,   if  adopted/  would  strfngthen  and 
simplify  the  Impact  Aid  Program  and  make  the  program  more  Dearly  equit'a- 
-ble  in  achieving  its  intended  purposes.  %  * 

The  Impact  Aid  Program  was  originally  authorized  as  'a  means  o£  mitigat- 
i  ing  the  adverse^f fects  .of  Federal  activities  gn  the  financial  ability 
of  local  educational  agencies  to  carry  out  the?ir  functions — to  compen- 
sate them  for  the  burden  placed  upon  them  by  Federal "immunity  from  State 
and  local  taxation  and  by  educating  federally-connected  children. 

The  program  was  designed  "to  operate  and  does  operate  under  the  laws  of 
the  States  regarding  the  financing  and  governance  of  local  educational 
agencies.  The  program  carries  with  it  no  Federal  "education  policy.  It 
is  intended  to, preserve  local  control  over  education  by  compensating 
them. for  local  revenues.  s  * 

.  .       '  {  >    -  ' 

In  opposition  to  the  program,  the  following  contentions  were  advanced: 

> 

(D-tfie  Impact  Aid  Program  overpays  local  educational  agencies,  in 
that  entitlements  are  greater  than  the  .financial  burden  pfeced  upon 
them  by  Federal  activities;  * 

„  *  —  * 

12)  in  most  instances  the  economic  benefits  of  Federal  activities  to 
localities  compensate  for  the  burden  placed  upon  them  by  those  activi- 
ties? and  * 

(3)  if  those^  benefits  are  not  available  to  local  educational  agencies, 
it  is  the  result  of  ineffective  State  and  Trocal  educational  financing 
systems.'  ^ 

•The  Congress  $id  qot  place  the  Question  it  the  adequacy  of  schQpl 
finance*,  laws  Vithin  the  scope  of  our  mandate!  ' 


KJ 


I- 


The  President 
September  1,  1981 
Page  Two 
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Regarding  "the  contentions  that  the  entitlements  overcompenMate  for 
Federal  burden  and.  the  economic  benefits  frcm  .Federal  activities,  the 
Commission  conducted  hearings  and  research  to  determine  their* validity. 
The  original  premised  fcpon  which  the  program  was  based  were  examined:  < 

(1)  "that  Federal  immunity  from  , State  ^nd  .local  taxation  deprives  local' 
educational  agencies  of  necessary  revenues?  mf 

O "  /      *  a 

(2)  that,  under  the  ^a£s  of  the  States,  the  owners  ahd  us^fs  of  real 
propertV  have  an  obligation  to  support  public  education;  and 


(3)  tha't  the  Federal  Government  should  assist  local  educational 
agencies    in    providing    edqcation    for "  federally-connected  children,, 

•    -  * 

The  law  regarding  Federal  immunity 'from  State  and  local  taxation,  under 
the  Supremacy  Clause  of  the  Constitution,  has  been  revd^wed  and,  even 
though  f  inex  distinctions  have  been  drawn*',  allowing  morft  taxation  of 
private v interests  in  Federal  property,  the j  doctrine  of  immunity  still 
stands  and  deprives  local  educational  agencies  of  revenues.  A  factor  in 
limiting  the  broad  coverage  of  that  ^doctrine  has  been  a  recognition,  or' 
the  part  of  the  courts,  that  Federal  immunity  must  be  balanced -against 
the  need  of  local  governments  for  revenue^.  Even  though  there  is  a 
considerable  body  of  opinion  that  such  balancing  should  be  carried  out 
through  the  political  Branches  of  the  Gover-nitent,  the, Supreme  Court  has 
recently  decided  thatp  there  is  a  limit  on  Ythe  power  of  the  Federal 
Government  when  the  federal  systefc  of  government  is  threatened  by  the 
exercise  of^  otherwise  valid  powtts  of  thfc  National  Government.  When1 
that  limit  *has  been  exceeded  and  the  Congress^ has  not  protected  the 
interests  of  the  States  and  their  subdivisions ?  tke  courts  have  imposed 
the  limitation*  The  Impact  Aid  Program  -is  oqe  mekns  by  which  the  Con- 
gress ynay  protect  thet  States  and  their  subdivi^ions^^om  the  otherwise 
valid  exercise^ of  power  by  trie  Federal  Government.  ' 

There  have  been  significant  /changes  in  State  laws  fetfarding  school 
finance*  with  a  trend  toward  i^areater  share  of .  the  cost  of  education 
and  less* reliance  upon  real  property  taxes  for  the, support  of  education. 
These  changes,  however,  have  not  been  so  substantial  as  to  change  great- 
ly the  patterns  da  school  'finance  into  which  Impact  -Aid  *wa^  designed  to 
.fit  or  as  to  merit  substantial  alteration  of  the  prolan/  a*s  it  rel^tees 
to  the  financing  of  public  schools.  m  > 

The  Federal  Government  has  a  long-standing  interest-^n  the  educa^iuu  of 
federally-connected  children  and  has,  .over  the  years,  recognized  an 
obligation.  f<?r  their  education.  On  *"the  basis  of  that  interest  and 
9bligation,  the  Federal ^Government  should  assist  local  governments  which 
provide  ^education  for  those  .children,*  in  that  the  cost  of  their  educa- 
tion constitutes  a  burden  Am  thdse  local  educational -agencies. 


The  President  • 
September  1, 
Page  Thrtee 


rtee 
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*Thei^  is  n<^  evidence  tg  support  the  contention  that  there  are  net  fiscal 
benefits  to  local  educational  agehcies  arising  £rom  federal  activities. 
On  the  contrary,  in  the  case  stydies  conducted  by  the  Commission,  the 
net  f-iscal  burden  is  generally  commensurate 'with  the  amounts  .to  which 
the  local  educational  agencies  studied  are  entitled  lender  section  3  of 
Public  Law  874-.  * 

From  this  evidence  the  Commission  has  concluded  that,  under" the  federal 
system  of  government,  there  is  an  obligation  on  tfce  part  ap£  the  Federal 
Government  to  mitigate  the  adverse  effects  of  *  Federal  activities  orr 
local  educational 'agencies  and  that,  even  thoogh  other  means  of "  doing  sq 
may  be  possible,  a  program  similar  to  that  authorized  by  Public  Law  .874 
is  necessary,  *  -  . 

Ih  .these  troubled  times  when  drastic  changes  are  beipg  made  in  Federal 
policy,1  too  often  those  making  that  policy  lose  sight  of  the  basic 
obligation  of'Jthe  Government  to  the;  people  arid  act  without  knowing*  the 
.consequences  of  their  actions.  We  hope  that  .thi>s  report  will  give  them* 
sufficient  informatioa^to  act  Visely*;  with'  respect  to  the  Irap^zt  Aid 
Program.  • 


> 


Yours  respectfully , 


Anselm  G.  Davis,  Jr. 


Barbara  ^Roberts  Ma 

Old  E*  Rogers,  * 
fir^lnia  Allred  ptacey  ' V 
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v  EXECUTIVE  SUMMARY 

*  ♦  ♦ 

Creation  of  the  Commission 

When  substantial  reductions  in  funds  for  the  Impact  Aid  Program  were 
considered  by  the  Ninety-fifth  Congress,  it  was  determined  that  a  review 
and  evaluation  of  the  Impact  Aid  Program  was  necessary.  T&e  Commission 
o^tiie  Review  of  the  Federal/ Impact  Aid  Program  tfaS  established  pursuant 
to  section  1015  of  .the  Education  Amendments  of  1978  (Public  Law  95-561) 
which  was  enacted  November  1,  1978.  The  law  provided  for  a<  Commission, 
having  ten  members  appointed  by  the  President,  Charged  with  the  mandate 
that  it. review  and  evaluate  the  administration  and  operation  of  the 
program  authorized  by  Public  Law  874,  Eighty-first  Contfre^s,  commoiTly 
known  as  the  "Impact  Aid  Program*."  ^  * 

The  Impact  Aid  Program  was  established  in  'l950  and  payments  were  made 
through  that  program  to  local  educational*  agencies  foe  fiscal  year  19S1 
and  each  fiscal  year  thereafter.  Those  payments  Amounted  to#$28  million 
in  1951  and  have  grown  to  approximately v  $780  million  in  fiscal  year 
1980.  i  /  % 

The  payments  are  ^nade  to  those,  local  educational  agencies  which,  under 
the  law,  are  sq  affected  by  Federal  ^activities  as  to  have  l^ad  a  burden 
placed  on  them  thereby  which  merits  compensation.  Two  kinds  ofc  burden 
J^^^^_r^^ni^j^Jxy— the— la^t-HJ- a  revenue  burden  arising  from  the 
fact  that  Federal  property  in  the  school  districts  of,  such  agencies  is 
not  sifbject  to  real  property  taxes,  and  (2)  a  service  burden  arising 
from  the  fact  thfct ■  those  agencies  provide  educational  services  for 
federal!?  -connected  children  without  having  a  tax  base,  with  respect  to 
those  children,  adequateMft  provide  ^them  wiith  these  services. 

The  Impact  Aid  Program  is  tHe  only  non-cat^gor ical  program  of  payments 
to  local  educational  agencies.  All  othdr  Federal  elementary  and  second- 
ary education  programs  ,  are  designed  and  implemented  to  carry  out  a 
Federal  policy  a&fecfedng  education;  and)  therefore,  have  a  Federal 
purpose  for  which  Federal/  funds  are  expefided.  The  Impact  Aid  Program  is 
an  administratively  simple  program  of  payments  designed  to  assist  local 
educational  agencies  in  carrying  out  local  policies  which  would,  but  for 
those  payments,  be  impaired  by  loss  of*  revenue  and  the  costs  incurred  as 
the  result  of  Federal  activities. 

Specifically  igcluded  in  the  Commission's  mandate  was  the  requirement 
that  the  review  and  evaluation  emphasise  a  consideration  of:  (J)  the 
equity  of  the  present  funding  'structure  of  Public  Law  874;  ,(2)  the 
relative  benefit  of^asistance  for  Impact  Aid  under  -Public  Haw  874  in 
view.- of  the  increasing  costs  of  the  program  and -the  limitation  on  the' 


availability  of  'funds;  a^d*  (3)  the  ways  in  which  districts  of  local, 
educational  agencies  which  are  federally-impacted  can  best  be  assisted " 
in  meeting  their  ^educational*  needs.*  *      -       '      ^  * 

Section  1015  'requires'  that  the '  Commission  prepare  'and  '  submit  to  the 
President  and  -the  Congress  a  report  on  its  review  and  evaluation, 
together 'with,  ^such  recommendatioos  as  the  Commission  deems  appropriate; 
Such  recommendations  irrclude  recommendations  for  legislation  relating  to 
the  authorization  for ,  anff  funding  of,  thfc Impact  Aid  Program.  t  ' 

■Meetings  of  the  Commission t  6n  August  15,  1979,  the  President  appointed 
the  ten  members  and  a  chairman  f or  ^the  Commission.  These  ten  members 
were  to  include  persons  who  are  not  fulltime  employees  of  *the  Federal 
Government  and  who  are  knowledgeable  about  the  problems  of  local  educa- 
tional agencies  in  impacted  areas,  including  Stajte  and  local  officials, 
authorities  on  ^education,  and  the  general  public*  An  executive  director 
was  designated  with  authority  to  prepare  f or  fehe  First  Meeting  of  the 
Commission  which  the  Chairman  scheduled  for  September  28  and '29,  1979. 
This  direction   included  the  development  of  a 'proposed  Plan  of  Study  1  .- 

The  staff  devetbped^  proposed  £lan  of  Study  whicfc  had  two  emphases:  (U 
an  in-house  research  capability  which  was  to  prepare -for  making  recom- 
mendations through  a  series  of  special  studies  on  each  of  the  assb^^ 
likely  to  be  raised,  and   (2)   a  limited  number  5f  heitfings  designed  tP\ 
elicit  the  views  'of  interested  parties  and  gather  e^ictenge  upon  which, 
recommendations^could  be  based-  -  #  ^  * 

The  general  rationale  of  the  Plaa  of  Study  was* that  the  Commission  would 
hold  hearings  and  the  research  staff  would  develbp  policy  papers  based 
on  special  studies  of  the  issues;  the  Commission  then  woulda  develop 
draft  recommendations  with  a  view  toward  developing  a  consensus  pn  those  j 
recommendations  o£,,at  lea^ft,  narrowing  the  issues  *to  those  in  actual 
disagreement  so  they  could  be  resolved  in  a  deliberate  and  judicious 
manner.  There  was  some  variance  from  this  plan  of  Stud^  however,  its  7 
^nrlnciples  were  fallowed  in  the  development  of  the  draft  report,  adopted 
in  January,  1981.  .        m  ' 

The  Commissidh  held  ten  business  meetings  arid  ten  hearings — five  of 
which  were  planned*  to  coincide — as  well  as  conducted  extensive  in-tjouse 
research.  All  meetings  and  hearings  weretopen  to  the  BJ4blic,^nd 
adequate  notification  of  each  was  given  through  the  Federal  Register .  $ 

Af:  the  First*  Meeting,  held  in  Washington,  D.C.*,  on  September  28  and  29, 
1979*  the  Commission- considered  the  proposed  plan  of  Study,  hired 
permanent  s£af f, ,  adopted  a  tentative  budget,  and  agreed  to  meet  in 
Chicago,  Illinois,  on  December   14^  1979,  tq  consider  a  revised  Plan  of 

\ 
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§tudy.  Staff  was  directed  -to  develop  a  revised  Plan  of  Study  with 
greater  emphasis  on  public  heariijgs  and  site*visits,  to  make  a  report  on 
jpcopog|d  Impact  Aid  reforms',  and  #to  survey  statistical  data  av^ilaBle  to 


the  tdlmission*  Authority  was^ given  to  hire  additional  staff  necessary 
to  prepare  for  the  Second  Meefii^T*  ✓ 

Additional  research  staff  entered  upon  duty  November  '  4, 4  1&79.  This 
staff  was  chosen  purposely  with  no  background  in  Impact  Aid  in  order 
that  the  study  ifemain  as  objective  'and  unprejudiced  as  possible.  The 
new  st^ff  prepared  a  revised  Pla'n  of  Stu<^y  in  accordance  with  the 
directions  of  the  Commission.     At  the  Second  Meeting^  on  December  14, 

1979,  the  Copmi^Sion  considered,  modified,  an^  adopted  It  he  revfted  Plan 
of  Study.         *  "r  J  *  * 

At   the   Seventh   Meeting   in  Washington,    D.C. ,  o^September  18and'19, 

1980,  the  Commission  began  , adoption  of-  preliminary  recommendations,  a 
process  that  continued  ttaough  its*Eighth  Meeting  in  Washington,  D.C, 
on  November  6  and  7,  19^0.  At  this  November  meeting,-  the  Executiye 
Director  reported  that  due  to  political  events,  funding  would  be  insuf- 
ficient to  complete  several  special  studies  and  other  work  as  planned. 
The  Commission  ^considered  but  deferred  adoption  of  a  report  until  its 
Ninth  Meeting,  when  th^  details  of  the  Commission's  budget  situation 
could"  be  ascertained.  \ 

•*  , 

On  January  22,  1981,  the  staff  of  the  Commission  was'  notified  that 
the  Commission  would  suffer  a  reduction  in  expenses  of  more  than  60 
percent  below  its  then  current  operating  level — in  spite  of-  the  fact 
that  both  the  authorizing  law  ^tnd  the  continuing  resolution  provided 
that  the  current  level  should  be  maintained*.  This  was  particularly 
difficult  since  the  Commission  had  not  contracted  out  any  of  the  study 
and  had  relied  upon*  an  adequate,  low-paid  staff*  of  temporary  Federal 
employees  to  conduct  the  study.  As  a  result,  more  than  two-thirds  of 
the  staff  was  dismissed  and  the  Commission  turned  to  concluding  its 
affairs. 


Conclusion  of  the  C^^i^on.  The  Commission  held  its  Ninth  Meeting  on 
January  29  and  30,  |jjj|^t  ^whifch  the  draft  final  report  was  adopted,  in 
substance,  pending  jfjifflpal  approval  at^the  Tenth  Meeting.  J£he  report 
now  contained  in  large  part  the  bulk  of  the  Commission's  research  and 
recommendations.  The  Commission  also  adopted  a  re'soli*tion  regarding  the 
mannejf  in  which  it  would  conclude  its  affairs? 


1)  staff  was  directed  to  submit  #  a  copy,  of  the  draft  report 1  t^the 
Education  Department  and  the  Office  of  Management  arid  Budget  for  their 
comments,  with  courtesy  copies  submitted  to  appropriate  congressional 
committee  staff?  % 
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2)  a  meeting  was  schedqled  for  July  16  artd  17„   f(iB1 ,  to  consider  any 
comments  receiviga  and  to  ^dopt  tjie  final  report?" 

3)  ffcocedtfres   for    selecting   a   subcommittee,  of  the^  Commission  for 
presentation    to   the   Congress   arrd   the^  public   were  xdeteAnined?  -and  *& 

N^4')   staff  was  directed  .to  determine  whether  ~any\ congressional  commit- 
tees desired  a  hearing.     \  \ 

*»       .     ■  "  J  • 

•«  For  the  remainder  of.  its  time,  the  Commission  was  available  to  answer 
any  requests  by  the  Congress,  including  preparations  for  any  further 
hearings,  if  necessary. f  , 

Thespian  of  Study  '  r  ,  -        O      ,  / 

The^  Plan  of  Study,"  as  adopted  by  the  Commission  on  December   14,  1979, 
was  to  be  conducted  in  the  context  of  three  major  areas  tifat  fell  within 
vand  paralleled  the#  mandates  g^yen  the  Commission  by  the  Congress: 

1)  The  Equity  of  the  Present  Funding  Structure.    ,  SpeciajT'stu&ies    in  * 
this  area  were  to  address  the  quesfiions  of  how  the  Federal  Government 
burdens  localities  and whether  /compensation  under  Impact  Aid  for  that 
burden  is  adequate  and 'fairly  distributed. 

2)  The  Relative  Benefit  of  Impact  Aid  Assistance.  This  Mandate  was 
puzzling   because   the   law  did   not  state  whet  the  Commission  was  to 

•Compare,  in  order  to  reafch  the  "relative  benefit"  of  Impact  Aid.  .  For 
example,  wer^  the  benefits  arising  from  assistance  to  local  education- 
al agencies  serving  children  residing  on  Indian  lyids  to  be  compared 
with  the  benefits  arising  from  those  agencies  serving  children  resid- 
ing in  low-rent  public  housing?  If  so,  whose  benefit  was  the  Commis- 
sion to  'consider — the  Federal  Government's?  The  local  educational 
agency's?  The- children's?  It  was  more  likely  a  comparison  of  Impact 
Aid  to  other  programs,  with  similar  berflfits  was  intended.*^ 

3>  The  Best  Means  of  Assisting  Federally  Impacted  School  Districts 
Meet  Educational  Needs.  Issues  under  this  mandate  were  considered  in 
light  of  the  propriety  of  basing  Impact  Aid  payments)on  the  educationr 
*al  needs  of  federally-connected  children  rather  than  the  amount  it  ip 
assumed  a  locality  would  have  contributed  for  the  education  of  a 
federally-connected  child  if  tax  revenues  had  not  *been  reduced  by 
Federal  activities, 

A  series  of  special  studies  were  planned  to' cover  these' three  mandates. 
These  special  studies  efell  into  three.broad  categories:  school  finance, 
educational  needs,  and  economic  impact*     For  example,  a  school  finance 
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study  ujjd^r  the  equity  is^ue  would  be  "State  and  local  sources  of 
revenue*;  an  educational  needs  study  under  equity  would  be  "compliance 
with  Federal  laws  and'  regulations"  (such  as  mandated  bilingual  and 
handicapped  children's  education)?  and  an  economic  impact  issue  under 
equity  would  be  "eligibility/"*  These  special  studies  would  constitute 
the  in-house  research  .of  the  Commission.. 


-In  addition,  ten  hearings  and  five  site  visits  were  planned  and  conduct- 
ed. 'Nje  Un  hear  ings,  covered % all  regions'  of  the  United  States  and 
included  Jsub'jects  of  special  interSst:  for  example,  a  hearing  at  Window 
Rock^   Arizona,  ^  was^  specifically   to  hear    Indian   concerns.      For  each 

taring,  superintendents  of  *local  educational  agencies;  national^and 
gional  associations,  federal  agencies,  and  all  interested  parties  were 
invited  to  testify.  -The  site  visits  provided  the  Commission  an  opportu- 
nity to  view  firsthand  federally-affected  districts  that  receive  Impact 
Aid.  These  hearings  and  site'visits  constituted  the  second  emphasis  of 
the^pian  of  Study.'  * 

,■  * 
^Variance  from  .the  Plan  of  Study 

; — 1  — ?: —  , 

Interim  Report.  On  Match  31 ;  1980/  the  Commission  received  a  request 
from  the  Chfeiman  of  the  Senate  Approbations'  Committee  to  submit  an 
interim  report!  to  the  Congress.  Onlfpril  1,  1  980  ,  the  Comrmis^ion 
received  a  similar . request  from  the.  Chairman  of  the  House  Education  and 
Labor  Committee. 

-  .    *  i  .fc 

-The  Commission];  und<*r  the  Plan  of  Study,  had  not  scheduled  itself 
to  make  policy  decisions  "  at  that  time  nor  even  to  have  a  meeting  'at 
which  such  a  report  could  be  adopted.  However,  under  the  Plan  of  Study, 
a  hearing  had  fegen  scheduled  for  April  22,  1980,  in  San  Francisco;/a 
call  for  a  coinciding  business  minting  was   immediately  placed   in  th* 

.Federal -Register  at  the  direction  of  the  Commission's  Chairman.  Uncer- 
tain whether   a .  decision   regarding  policy  could  be  reached   in  such  a 

*short  time,  a  meeting  was  also  galled  to  coincide  with  the  Commission fs\ 
next  heariilg,  to  be  held  in  Montgomery,  Alabama,  on  May  1,  1980. 

At  the  Third  Meeti^  on  April  22,  1980,  the  Commission  adopted  an 
Interim  Repor t  ■  (v*d tth  Supplemental  Documentation  to  follow)  which, 
although  it  did  not  ci^ain  recommendations,  contained  general  policy 
findings  that  would  con^titjate  guidelines  for  recommendations.  At 'the 
Fouirtfi  Meetinq  on.  May  1  ,  1980,  the  Supplemental  Documentation  was 
adopted.  '  #  ^ 

Econc^ic  Impact  Study.  ,Tlm  original  Plan  of  Study  did  not  anticipate 
that  an  economic  Impact  study  could  be  conducted  so  thoroughly,  nor  that 
an  economic  impact  model  could  be  developed  so  ^quickly  that  was  theoret- 
ically sound  when  applied  on  a  case  study  basis.     The  study  involved 


examining  the  contention  that  there  'is^a*  net  economic  benefit  to  locali- 
ties from  Federal  activities.  This  examination  took  two  forms:  (1)  a 
review  of  studies  made  by  the  Defense  Department  on  the  economic  effects 
of  b.asje  closings;  and  C2)  *case  studies  on  the  effect  of  Federal  activi- 
ties on  the  finances  of  local  educational  ag&ncietfv 

The  Department  of  Defense  studies  indicated  that,  in*  the  long  run, 
communities* are  economically  better  , off  after  a  base  clVsing  than  they 
are  with  the  base  in  operation.  From  this  it  can  be  concluded  that 
there  is  no  net  economic  benefit  to  thofse  communities  from  Federal 
activitie^. 

The  Commission's  economic  impact  model  measured  the  effects  of .military 
installations  on  the  finances  of  local,  educational  agencies,  compared 
^with  what  would  have  been  the  case  under  alternative  use  of  the  instal- 
lations' real  property,  in  four  case  studies.  In  each  instate,  the 
resulft  was  that  there  was  avjet  fiscal  burden  on  th£  local  educational 
agency  resulting  from  the  Federal  activity;  and  in  three  of  four  cases — 
Chambersburg,  Pennsylvania,  Bellevue,  Nebraska,  and  Douglas,  South 
Dakota — the  amount  or  the  net  burden  was  commensurate  with'  the  Impact 
Aid  entitlement  for  the  affecteti  local  educational  agency  in  fiscal  year 
1979.  In  one  c£se-- Pensacola,  Florida — the  Impact  Aid  entitlement 
exceeded  the  net  fiscal  burden  because,  io  Florida,  there  are  high  State 
payments  to  local^  educational  agencies — which  means  the  State  takes  on 
part^of  the  Federal  burden. 

Time  constraints  didjiot  permit- a  thorough  use  of  this  model,  howeverS 
and  budgetary  limitations  prevented  the  development  of  an  aggregate 
study  model.      -  * 

•        •  \  •  .  ' 

_Agai?nf  tame  constraints  and  )}u^getary  considerations  required  a  decision 
,to  complete  the  Commission's  work  with  regard  to  the  traditional  Impact 
Aid  Program,  and  not  to  take  on  any  new  areas  ^unless  sufficient  funds 
could  be  found.  On  ttfe  basis  of  studies  completed  b£  January  9,  1981, 
the  Commission  found  that  sufficient  information  had  been  gathered  and 
analyses  finished  to  merit  the  submission*  of  a  report  on  the  areas  of 
the*  study  sufficiently  completed  as  to  support  "recommendations.  The 
are^       the  study  which  were  not  so  complete  are  as  follows; 

<1)  a  comparision  of  the  restive  benefits  of  Titled  of  the  Elem^fitary 
and  Secondary  Education  Act  of  1965  with  £hose  of  payments  based  on 
entitlements  under  the  Impact  Aid  Program  which  arise  .from  low\rent 
public  housing  property; 

*•  \ 

2)   the#  study  of  the  impact  of  Federal  pQlicies  and  activities  (other 
than  those  which  are  connected  with  Federal  property)'  on  local  educa- 
tional agencies;  .  . 
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3)  the  relationship /between  Impact  Aid  payments  and  State  "programs  of 
financing  public  education;  and  -  *  * 

4)  the  disaster  relief  provisions  of  e£istinq  law.  *  * 

Most  of  tftese  questions  are  dealt  with  by  recommendations  to  the  Con- 
gress that  it  continue  to  examine  these  areas.. 

Review  and  Evaluation  by  the  Commission 

v  ;  ;  

At   its  beginning,    the  Commission  was  mindful   th^t  prior   to  195b,  the 
Federal  Government  had  no  established  policy  for  educating  depesdefrts  q£ 
its  employees.     Instead,,  various  Federal  agencies. made  ad  hoc  attempts' 
to  educate  their  employees1  children.    In  many  cases,  federally-connect- 
ed children  were   afforded  no  opportunity   to  aftend  public   school  at' 
all.  ,  ~ 

TheLwar  Department  was  the  first  Federal  agency  to  recognize  'the  ne$d  " 
for  public  schools  for  its  employees  and  to  apprise  the  Congress  tff  that 
needl     In  182t,  the  Congress  enacted  into  law  regulations,  providing'  for  - 
a  system  of  public  schools  for  military  dependents;  this  system  remained 
in  effect,  with  minor  changes*,  for  the  next  100  years,  * 

By  the  1930's,  nearly  every  Federal  agency  provided  for  dependents  of 
its  employees  in  its  own  manner,  performing  similar  services  with 
considerable  overlapping.  The  need*  for  consolidation  of  administra- 
tive authority  over  e&ucatioa  activities  serving  the  same  purpose  was 
eviden't.  * 

With  the  advent  of  World  #War  II  and  the  vast  number  of  families  moving 
to  defense  production  and  military  installations,  fthe  Congress  provided 
for  federallyrowned  "war  housing*  and  schools  with  passage  of  the  Lanham 
Act  in  1940,  and  subsequent  amendments  to  that  Act. 

In  the  early  years  following  the  war,  the  ne^d  was  recognized  foa 
continued  funding  of  those  schools  that  had  received  assistance  during  - 
the; war,     ^Legislation  passed  in   1946  recognized^that  large  numbers^  of 
children  l%ing*on  tax-free  government  reservations  constituted  a- 
continuing   ^oblem   fos   some   local  educational  agencies   for  which  the 
Federal  Government  had  some  responsibility. 

H  *     \  *  /  * 

Up  to  and  includita* the  Eighty-first  Congress,  many  comprehensive  policy 
proposals  were  intfc^duced  that  authorized  payments  to  loc£l  educational  . 
agencies  to  provide   education   for   federally-bonnected  .children.  The 
House  Committee  on  Education  and  Labor  decided  to  study  the  matter  prior 
to  approving  any  of  the  proposed  permanent  legislation.     The  Conafbtee 


held  hearings  and  conducted. field  investigations  at  which,  over  42 
States  and  nearly  three-fourths  of  federally-affected  districts  were 
represented.  *  "  w 

The  Committee  found  that  "Mithout  continued  Federal  help,  more  than* 
1.8  million  children  in  these  federally-affected  areas  [would]  not 
receive  normal  school  services, #The  U.S.  has  become  an  industrialist, 
landlord,  or  a- businessman  in  many  communities*  by  owning  and -using  land  I* 
within,  those  communities.  However,  since  the  land  is  \tax-exempt,  the 
Federal  Government  has  noti  accepted  "the  responsibility^  the  normal 
citizen  dn  a  community"  to  meet %  its  financial  obligation  to  Support 
public  schools  under   the  existing   school   finance  laws  of   the  States. 

With  the  outbreak  of  the  Korean^conf lict  in  June,  19  50**  and  the  result- 
ant military  buildup,  the  Congress  enacted  two  b^lls — Public  Law  815  (on 
September  23)  and  Public  Law  874  (September  30)— as  a/^evice  for  Federal 
compliance  with  the  obligatio/i  of  landowners  and  Employers  to  support 
public  education.  ^ 
» 

Evidence  Gathered  through  the  Commission's  Bearings!  During  the  course 
of  its  ten  hearings,  the  Commission  heard  from  412  witnesses  represent- 
ing 'the  50  States  and  Guam,  many  Federal  departments  and  agencies t 
national  -and  regional  associations,  and  interested  persons.  Official 
transcripts  of  thole  hear ing^  Comprise  over  3,000  pages,  written  state-* 
ments  submitted  fo_r  the  record  total  nearly  the  ^ame  amount. 

The  task  of  summarizing  that  testimony  was  not  a  small  one.  Much  *  of  the 
information  presented  by  local  educational  agenciefs  regarding  the  nature 
and  extent^f  the  Federal  presence  in  their  communities  was  irreducible 
and  not  generalised  easily  without  sacrificing  accuracy,  However,  the 
scope  and  the  "sense"  of  testimony  presented  caq  be  organised  around  the 
\,    following:  «  \ 

1)   views,  on  the  proposal  of  the  Education  Departments  to*  r< 
Aid  in  fiscal  ye^r  1981;  *  9 


reduce  impact 


2)  ti^e  tax  effort  made  by  "local  educational  agencies  to  finance  their 
operations,  including  costs  imposed  by  the  federal -Government;,  4 

3)  the  nature  an£  extent  of  the  burden  imposed,  by  the  Federal  presence; 

4)  additional  Federal  impacts   for  w!?ich   the' federal  Government  does 
not  compensate  local  educational  Agencies? 

5)  the  need  for  other,  possibly  more  comprehensive  payments  in-lieu  of 
taxes  to  replace  or  supplement  Impact  Aid; 

'  f  " 
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•  *  •  * 

6)  'revenues  lost  because  alternative  use  cannot  he  made  of  the  feder- 
ally-owned property;       t  1 


C 


X 


')  trhe  econonvic  impact  of  the  Federal  presence; 

8)  ,  the  Federal  obligation  to  compensate  for  the  impact  of  the  Federal 
presence  as  currently  covered  by  Public  Law  874;  and 

9)  the  special  educational  needs  of  federally-connected  children.  > 
  v  "  *  

-  >         -  * 

In*  summary,    local   educational  agencies   expressed   disbelief   and  grave 

_  concern  over*  the  Administration's  proposal  to  reduce^Impact  Aid  pay- 
ments, especially  in  light4 of  the  fact  that  it  is  such  an  administra- 
tively efficient  and  well-justified  program,"  The  Commission  was  told 
virtually  no  loss  is  absorbed  ea^ly,  and  that  many  localities  were 
already  taxing  at  their  State  legal  limit,  Results  if  such  a  reduction 
were  to  occur  ranged  from  laying  off  teachers—thus  increasing  class  , 
size  school  closure,  and  reducing  programs  and  services  to  refusing  to 
educate  federally-connected  children  or  chanfing  district  boundaries  so 
as  to  exclude  a  Federal  installation.  « 

/  .  { 

^Moreover,  the  Federal  Government  imposes  burdens—beyond 'the  traditional 
"revenue"  and  "service*  burdens — that  are  not  covered  under  Public  Law 
874,  such  as  the  cost  of  complying  with  su*ch  mandates  as  the  education 
of  all  handicapped  children  and6  tbe  provision  of  bilingual  education. 
There  are  costs  involved  with  trankpofr^ion  in  sparsely,,  populated 
ar^s,  and  in  transporting  special-nei^s  children  to  facilities  that  can 
accommodate  them,  A  military  installation  has  greater  impact  beyond  the 
mere  presence  of  federally-connected  children,  such  as  /the  costs  of 
diagnostic  testing,  special  teachers, '  and  program  coordinators,  even 
rcorer- necessary  for  the  child  whose  family  is  transferred^  often,  Local 
educational  agencies  testified  that  the  presence  of  undocumented  aliens 
and  refugees  is  the  direct  result  of  Federal  policy,  /Properties  sur- 
rounding Federal  installations  are  highly  restricted  in  their  use  and 
vneld  less  tax  revenue*  Lo<^al  educational  agencies  testified  as  tp 
ohese  and  other  ^hidden"  burdens.  v 

Local  educational  agencies  testified  they  would  prefer  a  more  comprehen- 
sive payment  in-lieu  of  taxes  program;  but  spch  a  concept  is  ,dif ffe&lt 
to  visualize^  beyond  the  level  .of  payments *td  loqal  educational  -agency- 
much  less' -so  on  a  national  level.  Nearly  all  local  educational  agencies 
stressed  the  *{and  used  ,the  term)  "obligation"  that  the  Federal  Govern- 
ment has  to  compensate  for  burdens  it  imposes.  In  addition,  military 
dependents,  Indian  children,  refugees  and  illegal  aliens,  and  children 
from  low-rent  public  housing  all  have  special  educational  needs  that 
cost  more.  All  local  educational  agancies /would  prefer  to  be  able  to 
levy  taxes  on  federally-owned  land.  At  best,  most  4local  educational 
agencies  could  only  *  prc^44|^stimSfces  as  to  how  much  revenue  would 
accrue  to  them  if  alternative- use  were  made  of  the  land,' 


\  ■ 
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Though  not  within  the  Commissions  mandate  far  ."review  and  evaluation, 
focal  'educational  agencies  also  testified  reqarding  Public  Law  815.' 
Section  10  of  that  law  provides  "for  the  cpnstr^ction  of  and  repair  of 
#  urgently  needed  schooi^facilities  to  house  children  residing  on  Federal 
properties...1^  It  'shoul<T*be  noted  that  section  10  of.  Public  Law  815  is 
permanent  legislation  and  is  only  reviewable  through  th^  appropriations 
^process^  birtce  beiuu  gnactqd  in  mQv  up  until  1967,  Public  Law  815  had 
generally  been  funded  fully.  Since  theni  however,  appropriations  have 
been  insufficient  to  satisfy  all  entitlements.  ~  -Fort  Bragg  in  North' 
Carolina /alone,  is**?20  million  behind  in  repairs  and  construction;  $200 
million  is  estimated  to  be  necessary  for  repairs  and  construction  for 
all  schools  on  Federal  Drooerty. 

x  '  "  v       \  -      *  ,  ^ 

^\^ocal    educational   agencies    reiterated^  many    times    that   they  must  use 
Public  'Law  374  funds   for  construction   insteaS  of  as  general  operating  # 
revenues.     Representatives  of  slhooi  districts,  particularly  those  with 
military  bases  within  their  boundaries  or  high  Indian  enrollment,  have 


urged   the   Commission    recommend   tha^^ublic   Law   815   be   funded  fully 

School  districts   that  experience  rapid  increases   in  enrollment  due  td* 
transfer  of  military  employees  are  hard-pressed  to  find  space  to  accom 
modate  students.     Many  present  section  10  buildings  were  built  in  th§ 
. 1950*5  and  1960's,  and  this  now  poses  numerous  pr-oiJlems:  ^ 

I 

1}  they  need  extensive  repairs;  *p0 
2\?  they  are  lacking  in  space  and  modern  facilities; 

3}    there    is  an   increase   in  the  number   of   families  being  placed  *  in 
on-^ase  housing;' and  / 

'       -         *  * 
?        4)   children  are   in  excess  of  the  rated  capacity  of  these  builiings, 
leading  to  (a)  sp'lit  schooling  ^shifts  of  reduced  hours  (morning/after- 
noon) ■;  .and    (b)    requiring   locating   students    irT  World  war    II  wooden, 
dilapidated,  inferior  buildings.  * 

The  only  witness   to  testify  ^n  favor  of  the  Administration's  proposal  > 
.  for  reducing  the  Impact  Aid  Program  was  the  Education  Department,  argu- 
ing that  Imgact  Aid  should  be^cut  became  it  overcompensates  localities 
that  enjoy      net  economic  benefit  from  Federal  installations.     Based  on 
the  argument 'that  communities  actively  seek  Federal  installations,  the  / 
Education  De^arftment  concluded  Federal  activities  mySt  be  considered  an\ 
economic  plus.  "^Further-,*  the*Kucation  Department  argued  that*  if  local 
educational  agencies  have  not  been  able  to  tax  the  influx  of  wealth  such 


as  additional  .payroll  aqd  corporate  profits  flowing  from  Federal  activi- 
ties, ,it  is  because  of f ineffective  State#and'  local  education  financing 
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systems  and  not  the  respqnsikil ity  of  the  Federal  Government.  In 
addition,  the  Government  must  consider  budgetary  constraints  and  set 
priorities  among  education  'programs — Impact  Aid  not  being  high  on  the 
list.  .  None  of  this  evidence  was  borne  out,  either  through  the  hearings 
or  the  Commission1  s  research. 


In   addition,  -the   Commission   heard   testimony   from   the   Departments  of 
State,  Defense,  and  Housing  and  Urban  Development,  as  we'll  as  received 
evidence   from  the  Department  oft  Justice,     This  testimony  and  evidence 
indicated  that  the  Department  of  -Education  was  the  only  Department  in 
the  Executive  Branch  which  favors  reductions  inVhe  Impact  Aid  Program. 
Morever,  there   is  substantial  evidence  to  show  that  the  Departments  of 
EQucatioji  and  Housing  and  Urban  Development  were   in  disagreement  about  ' 
whether  low-rent  public  housing  property  should  bfe  included  as  "Federal 
property"  .  in   the   Impact  Aid  Program.      In  addition,    there   is  evidence^ 
that  while ^the  Education  Department  was  recommending  cuts  in  Impact  Aid,  \ 
other  officials  were  promising  Impact  Aid  for  refugees. 

Research  of  the  Commission  Staff,  '  The  Commission  operated  under  the 
mandate  given  it  by  the  Congress;  specifically,  that'  it  study;  (1)  the 
equity^  of  the  present  funding  structure;  {2)  the  relative  benefit  of 
Impact*  Aid  assistance?  and  (3),  the  best  means. of  assisting  federally- 
impacted  looal  educational  agencies  to  meet  educational  needs. 

The  Plan  of  Study  provided  that  iach  of  tJhe  questions  likely  to  be 
raised  during  the  course  of  the  Commission 1 s  work  would  be  arranged" 
around  these  issues  and  would  be  the  subject  of  a  special  study.  These 
special  studies  would  then  form  th4  basis  for  recommendations.  Evidence 
for  use  in  those  studi.es  would  feome  througn  in-house  ^esfcarch  and  the 
series  of  hearings.' 


Underlying  the  special  studies  and  the  evidence  gathered  through  the 
hearings  were  fundamental  questions  regarding  the  Impact  Aid  Progrant 
that,  when  an^W^red,  led  to  the  "Commission 1 s  policy  regarding  the 
program!  ^   * 


U  What  are  the  historical  and  legal  principles  upon  which  the  program 
-has  been  based?  *  * 


29* 


2}  How  does  tfte  program  fit  into  the  general  scheme  for  financing 
public  schools*!  and  how  should  federally-affected  schools  be  financed 
^n  that  scheme?  '   '  * 

\  *  * 

3}  4  there  fa  rvet  fiscal  burden  upon  local  educational  agencies* 
resulting  from  Federal  activities?  and 


( 
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4)  What  are  the  educational  needs  of *f ede rally-connected  children  and  ^ 
how  should  those  needs  be' met? 


»  * 


In  seeking  the  answers  to  these  broad  questions  and/  as  a  matter  of 
consequence,  deducing  a  basic  policy  approach  toward  the  Impact,  Aid 
Program,   it  was  determined  that  findings  and  recommendations  could  'be 

•  reached  best  through  answering  questions  specifically  geared  toward  the 
Impact  Aid  Program  that  have  been  raised  by  its  supporters  and  detrac- 
tors.   These* basic  policy  questions  were  as  follows: 

1)  Should  the  Impact  Aid  Programme  continued?  > 

+    -  Should  there  be  basic  changes  in  the  Impact  Ai§  Program?*. 

3)  How  should  the  term  "Federal  property"  be  defined? 

y 

m  4)  What  is  the  obligation  o£  the  Tederal  Government  with  respect  to 
*  *  the  education  of  children  connected  with  Federal  property? 

5)  Should  local  educational  agenci?^educating  children'  in  attendance 
at  public  schools  by  reason  of  Federal  law  or  activities  be  compensat- 
ed therefor?  s 

i  v       ^  * 

K  t 

6)  which  local  educational  agencies  should  be  eligible  for. Impact  Aid 
t   ,  payments? 

"  \ 

7)  What 'Should  be  the  amodnt*of  compensation?  \ 

"  •  *    '    ■  \ 

8)  How  should  funds  be  allocated  among  local  Iducational  agencies  when 

appropriations  are  insufficient  to  satisfy.  aU  entitlements? 

^>         (  >  *  * 

4^1  b    2)   Should  Uie  States  take  Impact ,  Aid  payments  into  consideration  in. 

x  their  State  aid, programs? 

All  of  these  issues  were  raised  in  research*  and  through  the  hearings. 
At  the  Commission's  Ninth  Meeting   on  January  29  and   30,   1981 ,  final 
findings   and    recommendations  t  regarding   each  of   these   questions  were 
9         adopted  in  substance,  pending  final  approval. 

In  opposition  to  the  program,  the  followingN contentions  were  advanced: 

(JO   the   Impact   Aid  Program  overpays  local  educational  agencies,  in 
<that  entitlements  are  greater  .than  the  financial  burden  placed  upon 
them  by  Federal  activities? 

{2)   in  most  instances  the  economic  benefits  of  Federal  activities  to 

•  localities  compensate  for  the  burdeji  placed  upon  them  by  those/activi- 
ties? and 
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(35   if  those^  benefits  are  not  available  t$>  local  educational  agencies/^ 
it  is  the  result  of  ineffective  State  'and  local  educational  financing 
systems*.  * 
1  A. 

Congress  did  not  place  the  question  of  *  the'  adequacy  of  school  'finance 
laws  within  the  scope  of  o^r  mandate. 

A  ■* 
Regarding'  the    contentions    that    the    entitlements    overcompensate  for 
Federal  burden  and  the  economic  benefits  from  Federal  activities,   the  * 
Commission  conducted  hearings  and  research  to  determioe  their  validity. 
The  original  premises  upon  which  the  program  was  based  were -examined: 

,*       v    ■  *  .  -. 

(1)  that  Federal  immunity  from  state  and  local  taxation  deprives  local 
educational*  agencies  df  necessary  revenues;        *  M 
*  ♦ 
<£)   that,  under  the  laws  of  the  States,  the  owners  and  users  of  -real 
property  have  an  obligation  to  support  public  educat^ru  and 

(3)  that  the  Federal  Government  should  assist  local  educational 
agencies    in    providing  \education    for    federally^onnected  'children. 

^The  law  regarding  "Federal  immunity  from  State  and  ^occtl  taxation,  uncjgfr 
the  supremacy  clause  of  the  Constitution,  has  been  reviewed  and,  even 
though  finer  ^distinctions  have  been  dratfh,  allowing  more  taxation  of 
private  interests  'in  Federal  property,  the  doctrine  of  immunity  still 
stands  and  deprives  local  educational  agencies  .of  , revenues,  A  factor  in 
limiting  the .broad  coverage  of  that  doctrine  hag  been  a  recotjhition,  on 
the  part  of  the  courts,  that  Federal  immunity  must  be  balanced  againsl^ 
the  need  of  local  governments  for  revenues.  Even  though  there  is  a 
considerable  body  of  opinion  that  such  balancing  should  bfe  carried  out 
through  the  political  branches  of  the  Goveri^ht,  the  Supreme  Court  has 
recently  decided  that  there  is  "a  limit  on  the  power  /of  t  the  Federal 
Government  when  the  federal  system  ^of  government  is  threatened  by  the 
exercise  of  otherwise  valid  powers  fof  the  National,  Government.  When 
; that  limit  has  been  exceeded  and  tnfe  Congress  has  not  protected  the 
interests  of  the  States  and'  their  subdivisions,  the  courts  have  imposed 
the  limitation.  The  Impact  Aid  Program  is  one  means  by  which  the  Con- 
gress may*  protect  the  States  and  their  subdivisions  from  the  otherwise 
valid  exercise  of  power  by  the  Federal  Government.  ' 

There  nave  been  significant  changes  in  State  laws  regarding  school 
s  finance,  with  a  trend  .toward  a  greater  share  of  the  cost  of  education 
and  leaf  reliance  upon  real  property  taxes  for  the  support  of Vacation. 
These  changes,  however,  have  not  been  so  substantial  as  to  change  great- 
ly the  patterns  in  school  finance  into  which  Impact  Aid  was  designed  to 
fit  or  as  to  merit  substantial  altffati-on  of  the  program  as  it  relates 
to  the  financing  of  public*  schools* 

*  I 

U  .! 
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The  Federal  Government  has  a  long-standing  interest  in  the'  education  of 
federally-connected,  children  and  has,  over  the  year*s,  recognized  an 
obligation  for  their  education.  %  On  the  basis  of  that  interest  ajtd  • 
obligation,  the  Federal  Government  should  assist  local  fbverRments  whfch 
provide  education  for  those  children,,  in  that  the  cost  of  their  educa- 
#  tion  constitutes*  a  burden  on  those  local  educational  agencies. 

There  isv  no  evidence  to  support  the  contention  that  there  are  net  fiscal 
benefits  to  local  educational  agencies  arising  from  Federal  activities. 
On  the  contrary,   in  the  case  studies  conducted  by  the  Commission,  the 
net  fiscal  burden  is  generally  commensurate  with  the"  amounts'  to  which 
the  local  educational  agencies  studied  are* entitled  under  section  3  of  . 
Public  Law  874. 

From  this  evidence  the  eommission  has  concluded  that/  under  the  federal 
system  of  government,  there  is  obligation  on  the  part  of  the  Federal 
Government  to  mitigate  £he  adverse  effects  of  Federal  activities  on 
local  educational  agencies  and- that, ^  even  though*  other  means  of  doing  so 
•may  be  possible,  a  program  similar  to  that  authorized  by  Public  Law  874 
'is  necessary.  1  ,  ^  -  , 


RECOMf^NDATIONS  OF  THE  COMMISSION 

V 

The  Commission  on  the  Review  of  the  Feder^tl^  Impact  Aid  Program,  under 
•its  mandate  given  by  the  Congress,  is  required  to  review  arfd  evaluate 
the  administration  and  operation  of  the  program  authorized  by  Public  Law 
874,  Eighty-f  irst*Con^re£s  and  report  on  that  review- and  evaluation  to 
the  Congress.  That  report. is  to  include  such  recommendations  as  the 
Commission  deems  appropriate.  The  recommendations  of  the  Commission  are 
as  follows: 


THE    COMMISSION,    HAVING    GATHERED    EVIDENCE    ON    THE    ADMINISTRATION  ANB 
OPERATION  OF  THE  IMPACT  Aip  PROGRAM,  HAVING  EVALUATED  AND  ASSESSED^THAT  - 
EVIDENCE,  AND  HAVING  MADE  POLICY  FINDINGS  BASED  ON  THAT  EVIDENCE,  MAKES 
SUCH  RECOMMENDATIONS  AS  DO  FOLLOW  IN  THIS  CHAPTER. 


I.  SHOULD  THE  IMPACT  AID  PROGRAM  BE  CONTINUED? 

The  Commission  recommends  —  * 

THAT  THE  IMPACT  AID  PROGRAM  AUTHORIZED  BY^UBLIC  LAW  874,  EIGHTY-FIRST 
CONGRESS,  BE  CONTINUED.* 
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•II.  SHOULD  THERE  BE  BASIC  CHAKGSS  IN  THE  IMPACT  AID  PROGRAM? 
The  Commission  recommend^--  r 

A.  ADEQUATfe  £fcvEL  OF  EDUCATION  FO£  FEDERALLY-CONNECTED  CHILDREN 

(t)  THAT  PUBLIC  LAW  874/  .EIGHTY-FIRST  CONGRESS/  BE  MODIFIED  TQ  STATfe 
THAT  THE  FEDERAL  GOVERNMENT  HAS  AN  OBLIGATION  WITH  RESPECT  TO  THE 
EDUCATION  OF  FEDERALLY-CONNECTED*  CHILDREN;  AND  ♦     1#  ^ 

(2)   THAT  THE  OBLIGATION  OF  THE  FEDERAL  GOVERNMENT  WITH  RESPECT  TO •„ THE 

Education  of  federally-connected  children  be  taken  ifrro  consideration 

IN  DETERMINING  THE  AMOUNTS  TO  WHICtf  LOCAL ,  EDUCATIONAL  AGENCIES  ARE 
ENTITLED  UNDER^  PUBLIC  LAW  874  BY  USING  AN  ADEQUATE  LEVEL  OF  EDUCATION 
AS  A  STANDARD  *— 


B.   DETERMINATION  OF  THE  NET  FISCAL  BURDEN  PLACED  UPON  LOCAL  EDUCATIONAL 
AGENCIES  BY  FEDERAL  AC^IVIT^ES  t  s 

(1)  i?HAT  THE  EDUCATION  DEPARTMENT  DEVELOP  AND  USE  A  ME^S  TO  DETER- 
MINE/ ON  AN  OBJECTIVE  BASIS,  -THE  NET  FISCAL  BURDEN  PLACE^  UPON  LOCAL 
EDUCATIONAL  AGENCIES  BY  FEDERAL  ACTIVITIES;  AND 

(2)  THAT  PUBLIC  LAW  874  BE  MODIFIED  SO  THAT  THE  AMOUNTS  TO  WH?CH  JiOCAL 
EDUCATIONAL  AGENCIES  AM  "ENTITLED  CAN  BE,  ADJUSTED  IN  CASES  WHERE -,THE 
NET  FISCAL  BURDEN  P^CED  UPON  LOCAL  EDUCATIONAL*  AGENCIES  VARIES 
SUBSTANTIALLY  From  THAT  TO  WHICH  THOSE  LOCAL  EDUCATIONAL  AGENCIES* 
WOULD  OTHERWISE  BE  ENTITLED  UNDER  THAT  LAW. 


III.  HOW  SHOULD  THE  TERM  "FEDERAL  PROPERTY"  BE  DEFPTfED? 
The  Commission  recommends  — — 

THAT  THE  TERM  "FEDERAL  PROPERTY"  BJ2  DEFINED  AS  ANY  REAL  PROPERTY  IN  ANY 
STATE  WHICH4  IS  NOT  SUBJECT  TO  tAcaTION  BY  THAT  STATE  OR  ANY  POLITICAL 
SUBDIVISION 'THEREOF  BY  REASOif  OF  FEDERAL  LAW. 


V  For  the  purposes  of  this  recommendation/  the  amount  necessary  to 
provide  an  adequate  level  of  education  is  defined  as  "the  greater  of 
the  State  average  per-pupil  expenditure  or  the  national  average 
per-'pupil  expenditure." 


IV.  WHAT  IS  THE'  OBLIGATION  OF  THE  FEDERAL  GOVERNMENT  WITH  RESPECT  TO  THE 
EDUCATION  OF  CHILDREN  CONNECTE%  WITH* FEDERAL  PROPERTY?  * 


The  Commission  recommends  — 

(1)  THAT  THE  FEDERAL  GOVERNMENT  EXPRESSLY  fcECOGNIZE  ITS  OBLIGATION  TO 
PROVIDE  AN  ADEQUATE  4-EVEL  OF  EDUCATION  FOR  CHILDREN  RESIDING  ON 
FEDERAL  PROPERTY  OR  RESIDING  WITH  A  'PARENT  WORKING  ON  FEDERAL  PROPERTY  ^ 
BY  AMENDING' THE  LAW  DECLARING  SUCH  AN  OBLIGATION,  AND  THAT  THE  FEDERAL 
GOVERNMENT  HAS  A  SPECIAL  OBLIGATION  WITH  RESPECT  TO  CHILDREN  WHO  BOTH 
RESIDE    ON/ AND    RESIDE    WITH    A    PARENT    EMPLOYED   ON    FEDERAL  PROPERTY; 

(2)  THAT  * 

(a)  THE  CONGRESS  .RECOGNIZE  THAT  THE  UNITED  STATES  HAS  A  SPECIAL 
AND  UNIQUE  OBLIGATION  WITH  RESPECT  TO  THE  EDUCATION  OF  INDIAN 
CHJLDREN  WHICH  ARISES  FROM  TREATIES  BETWEEN  THE  UNITED  STATES  AND 
INDIAN  TRIBES   AND  THAT  THE  IMPACT  AID  PROGRAM   IS  ONE  OF  SEVERAL 

MEANS  BY,  WHICH  the  united  states  can,  in  part,  satisfy  that 

OBLIGATION;  p 

♦  (b)   THE  EDUCATION  OF  INDIAN  CHILDREN^  AVAILABLE  IN  SUCH  A  FORM 
AND  IN  SUCH  A  MANNER  AS  WILL  ENABLE  TBEM  BOTH  TO  PERPETUATE  THEIR  „ 
EXISTENCE    AS    INDIAN    PEOPLE    AND   TO   FUNCTION  * EFFECTIVELY    IN  THE 
MAJORITY  SOCIETY  AND  THAT  DECISIONS  RE<SvRDING  THE  CONDUCT  OF  THEIR  ^ 
EDUCATION  SHOULD  BE  MADE  BY  THEIR  PARENTS  AND  THE  TRIBES  OF  WHICH 

-  THEY  ARE  MEMBERS;  ANp  ?  * 

(c)  TO  THE  EXTENT  THAT  THE  EDUCATION  OF  INDIAN  CHILDREN  IS  CARRIED 
OUT  THROUGH.  LOCAL  EDUCATIONAL  AGENCIES,  AS  DETERMINED  BY  THEIR 
PARENTS  AJg^rHE  TRIBES  OF  WHICH  THEY  ARE  MEMBERS,  THESE  CHILDREN 
SHOULD  HAV@%HE  FULL  RIGHTS  OF  CITIZENS  UNDER  THE  EDUCATION— LAWS  — ~ 
OF  THE  STATES ,  AS  WELL  AS  THE  BENEFITS  WHICH  ACCRUE  TO  THEM  UNDER 
THE  TREATIES  OF  THE  UNITED  STATES,  AND  THAT  THE  IMPACT  AID  PROGRAM 
BE  SPECIFICALLY  DESIGNED  JO  ACCOMMODATE  THOSE  RIGHTS6  AND  PROVIDE, 
IN  .PART, XTHOS&  BENEFITS?  * 

.  (3)   THAT  THE  LAW  MAKE  PROVISIONS  FOR  INSURING  THAT  LOCAL  EDUCATIONAL 
-AGENCIES'  V^JTH, HEAVILY   IMPACTED  SCHOOL  DISTRICTS  MAINTAIN  THEIR  LS^EL 
OF  EDUCATION  SERVICES?  *       *  J 

(4) ,  THAT  THE  FEDERAL  OBLIGATION  BE  IMPLEMENTED ,  BY  PROVIDING  THAT  LOCAL 
EDUCATIONAL  <  AGENCIES  BE  COMPENSATED  AT  THE  RAT?  OF  PAYING^  HALF  THE 
LOCAL  SHARE  OF  THE  COST  OF  EDUCATION  PER  CHILD  FOR  EACH  CHILD  RESIDING 

,  ON  FEDERAL  P.ROPERTV  AND  HAL£  OF  THE  LOCAL  SHARE  FOR  THOSE  WHOSE 
PARENTS  ARE  EMPLOYED  THEREON im 

(5)  THAT  FEDERALLY-OPERATED  SCHOOLS   BE  MAINTAINED  AS  THEY,  ^PRESENTLY 
EXIST. 


« 


A 


} 


V.  SHOULD  LOCAL  EDUCATIONAL  AGENCIES  ED0CATING  CHILDREN  IN  ATTENDANCE  AT 
PUBLIC  SCHOOLS  BY  REASON  OF  FEDERAL  LAW  OR  ACTIVITIES  BE  COMPENSATED 
THEREFOJtf^ 

T^p  Commission  recommends  — 

(1)  THAT  *  + 

'(a)  .THE  LAW  BE  MODIFIED  TO  PROVIDE  EOR  SPECIAL  PROVISION  FOR 
PAYMENTS  TO  LOCAL  EDUCATIONAL  AGENCIES  FOR  THE  EDUCATION  OF 
CHILDREN#OF  DOCUMENTED  AL I ENS  (REFUGEES); 

(b)  SINCE  THE  FULL  SCOPE  AND  NATURE  OF  THE*  PROBLEMS  OF  PROVIDING 
JTHOSE  CHILDREN  WITH  ADEQUATE  EDUCATIONAL  SERVICES  IS  NOT  YET 
KNOWN,  SUCH  MODIFICATION  BE  IMMEDIATE,  BOT  OF  A  TEMPORARY  NATURE 
AND  PROVIDE  THAT  ANY  LOCAL  EDUCATIONAL  AGENCY  PROVIDING  FREE 
PUBLIC  EDUCATION  fipR  AT  LEAST  TEN  SUCH  CHILDREN  DURING  THE  FIR££ 
TWO  YEARS  AFTER  THEIR  ENTRY  BE  COMPENSATED  FOR  THE  COST  OF  THA^ 
EDUCATION;  j  ' 

(C)  THE  CONGRESS  EXAMINE  THOSE  PROBLEMS  IN  ORDER  TO  DETERMINE 
THEIR  NATURE-  AND  SCOPE  AND  DEVELOP   A  MEANS  OF  SOLVING  THEM; 

(2)  TliAT,  SINCE  THE  LEGAL  OBLIGATIONS  OF  THE  STATES  WITH  RESPECT  TO 
THE  EDUCATION  OF  UNDOCUMENTED  ALIENS  ARE  NOT  YET  DETERMINED  AND  THE 
DEGREE  TO. WHICH  THE  PROVISION  OF.  THAT  EDUCATION  IS  A  RESPONSIBILITY" OF 
THE  STATES  HAS  NOT  YET  BEEN  DETERMINED  AND  CAN  BE  DETERMINED  ONLY  WITH 
FURTHER  *  STUDY ,  THE  CONGRESS  ,  CONDUCT  A  THOROUGH  EXAMINATION  OF  THESE 
PROBLEMS  IN  ORDER  TO  DETERMINE  THEIR  NATURE  MID  SCOPE  AND  DEVELOP  A 
MEANS  OF  SOLVING  THEM;  AND  -  , 

(3)  THAT,  SINCE  THET  COSTS  INCURRED  BY  LOCAL  EDUCATIONAL  AGENCIES  IN 
COMPLYING  WITH  FEDERAL  LAWS  AND  REGULATIONS  REGARDING  EQUALITY  OF 
EDUCATIONAL  OPPORTUNITY  INVOLVE  MANY  JS5HES  BEYOND  THE  SCOPE  OF  THE 
MANDATE  OF  THE .  COMMISSION,  THE  CONGRESS  *  EXPLORE  THE  FEASIBILITY  OF 
CONDUCTING  gUCH  A  STUDY, 


VI*  WHICH  LOCAL  EDUCATIONAL  AGENCIES  SHOULD  BE  ELIGIBLE  FOR*  IMPACT  AID 
PAYMENTS?  * 

*  -  n 

The  Commission  recommends  —  1    1  * 

THAT  THE  ELIGIBLITY  REQUIREMENTS  BE  RETAINED  AS  THEY  EXIST  IN  CURRENT 
LAW* 


r 
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VII,  WHAT  SHOULD  BE  THE  <AMOUNT  OF  COMPENSATION?- —   *- 


The 'Commission  recommends  —         *  >w 

(1)  THAT,  PENDING  THE  DEVELOPMENT  OF  A  METHOD  OF  DETERMINING  A  MORE 
PRECISE  MEASURE  OF  THE  FEDERAL  BURDEN  PLACED  UPON  LOCAL  EDUCATIONAL 
AGENQIES  ,  THE  AMOUNT  OF* COMPENSATION  TO  WHICH  LOCAL  EDUCATIONAL 
AGENCIES* ARE  ENTITLED  BE  COMPUTED,  WITH  RESPECT  TO  CHILDREN  CONNECTED 
WITH \ FEDERAL  PROPERTY,  AS  FOLLOWS: 

(a)"  '  U>CAL  EDUCATIONAL  AGENCIES  WOULD  BE  COMPENSATED  ON  THE  BASIS  OF 
'    A  "FEDERAL  CONTRIBUTION  RATE"    (FCR}  ,  FOR  EACH  SUCH  CHILD  IN  ATTEND- 
ANCE AT  ITS  SCHOOLS. 


(b)  EACH  LOCAL  EDUCATIONAL  AGENCY  WOULD  BE  ENTITLED  TO  A  PAYMENT  FOR 
\                                    EACH  CHILD  RESIDING  ON  FEDERAL  PROPERTY  EQUAL  ,TO  50  PERCENT  OF  THE 

FCR.       ^  '  -t 

(c)  EACH  LOCAL  EDUCATIONAL  AGENCY  WOULD  BE  ENTITLED  TO  A  PAYMENT  FOR 
EACH  CHILD  RESIDING  WITH  A  PARENT  EMPLOYED  ON  FEDERAL  PROPERTY  EQl 
TO  50  PERCENT  OF  THE  FCR* 

(d)  THE  FCR  FOR  ANY  LOCAL  EDUCATIONAL  AGENCY  WOULD  BE  EQUAL /TO  THE 
LOCAL   SHARE   PER  CHILD   OF   THE   COST  OF  EDUCATION  FOR  THAT  /AGENCY. 

I  (e)    THE  LOCAL  SHARE  OF  THE  COST  , OF  EDUCATION  FOR  ANY  LOC AIT  EDUCA- 

TIONAL  AGENCY   WOULD   BE    EQUAL   TO   THE    DIFFERENCE   BETWEEN    (1)  THE 
AMOUNT  DETERMINED.  TO  BE  NECESSARY  TO  PROVIDE  AN  ADEQUATE  LEVEL  OF.  - 
EDUCATION   PER  CHILD  IN  THE  SCHOOLS  OF  THAT  AGENCY  AND    (2)  THE 
CONTRIBUTION  PER  CHILD  BY  THE  STATE  IN  WHICH  THAT  AGENCY  IS  LOCATED 

'   for  the  maintenance  and  operation  of  its  school^, 

(f)  the  fcr  for  any  local  educational  agency  would  not  be  less  than 
50  percent  of  the  average  per-pupil  expenditure  in  the  state  in 
which  it  is  located. 

fg)  the  amount  necessary  to  provide  an  adequate  level  of  education 
per  child  in  the  schools  of  a  local  educational  agency  would  be  the 
greater  of  the  state  average  per-pupil  expenditure  or  the  national 
Average  per-pupil  expenditure.  * 

(2y  that,*  in  cases  where  the  ^hildren  residing  on,  or  where  the 
Children  of,  parents  employed  on,  federal  property  have  educational 
'needs  whiCh  are  so  substantially  different  from  the  general  education- 
al  needs  of  children  in  the  state  or  in  the  nation  as  to  require  an 
expenditure  of  greater  than  the  average  per-pupil  expenditure  in  order 
to  meet  those  needs,  provision  be  made  for  adjusting  the  amount 
necessary  therefor  accordingly; 

=  * 
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(3)  THAt  _   

«.*  *      '  % 

(a)  IN,  A- CASE  WHERE  THE  EXTENT  OF  FEDERAL  PROPERTY  IS  SO  GREAT  AS 
TO  IMPAIR  THE  ABILITY  OF  A  LOCAL  EDUCATIONAL  AGENCY  TO  PROVIDE  AN 
ADEQUATE  LEVEL  OF  EDUCATION  FOR  THE  CHILDREN  IN  ATTENDANCE  AT  ITS 
SCHOOLS  UNDER  THE  LAWS  OF  THE  STATE,  THE  AMOUNT  OF  THE  ENTITLEMENT 
t  OF  THAT  AGENCY  BE  DETERMINED'  IN  ACCORDANCE  WITH  CRITERIA  DESIGNED 
TO  INSURE  THAT  SUFFICIENT  FBNDS  > ARE  AVAILABLE  TO  ENABLE  SUCH 
AGENCY  TO  PROVIDE  SUCH  A  LEVEL  0?  EDUCATION  FOR  THOSE  CHILDREN; 
AND  "v 


(b)  IF^  THE  AREA  ©^FEDERAL  PROPERTY  IN  THE  SCHOOL  DISTRICT  OF  A 
LOCAL  EDUCATIONAL  AGENCY  CONSTITUTES  AT  LEAST  TEN  PERCENT  OF  THE 
TOTAL  AREA  OF  SUCH  DISTRICT,  AND  IF  THAT  PROPERTY  HAS  BEEN  SUBJECT 
•  TO  STATE  AND-  LOCAL  TAXATION  AND  HAS  BEEN  EXEMPTED  FROM  STATE  OR 
LOCAL  TAXATION  BY  FEDERAL  ACQUISITION  OR  OPERATION  OF  FEDERAL  LAW, 
A  REBUTTABLE  PRESUMPTION  SHALL  LIE  IN  FAVOR  OF  A  DETERMINATION 
THAT  THE  ABILITY  OF  THAT  AGENCY  TO  PROVIDE  AN  ADEQUATE  LEVEL  OF 
EDUCATION  IS ( IMPAIRED;  ' 

(4)  THAT  5 

i  ' 
(a)  IN  A  CASE  WHERE  THE  NUMBER  OF  FEDERALLY-CONNECTED  CHILDREN  IN 
ATTENDANCE  AT  THE  SCHOOL  OF  A  LOCAL  EDUCATIONAL  AGENCY  CONSTITUTES 
SUCH  A  HIGH  PERCENTAGE  OF^THE  TOTAL  NUMBER  OF  CHILDREN  IN  ATTEND- 
ANCE AT  ITS  SCHOOLS  THAT  THE  AMOUNT  TO  WHICH  THAT  AGENCY'  WOULD  BE 
ENTITLED  UNDER  RECOMMENDATION  (1)  WOULD  BE  INSUFFICIENT  TO  PROVIDE 
AN  ADEQUATE  LEVEL  OF  EDUCATION  FOR  THOSE  CHILDREN,  THE  AMOUNT  Of" 
THE  ENTITLEMENT  FOR  THAT  AGENCY  BE  DETERMINED  IN  ACCORDANCE  WITH 
CRITERIA  DESIGNED  TO  INSURE  THAT  SUFFICIENT  FUNDS  ARE  AVAILABLE  TO 
ENABLE  SUCH  AGENCY  TO  PROVIDE  su€ff  A  LEVEL  OF  EDUCATION  FOR  THOSE 
CHILDREN;  AND  <* 

IF_^THE  'NUMBER  OF  CHILDREN  WHO  RESIDE  0>-,  AND  RESIDE  WITH  A 
™  EMPLOYED  ON,  JFEDERAL  PROPERTY  ("A"  CHILDREN)  IN  ATTENDANCE 
SCHOOLS  OF  A-'LOCAL  EDUCATIONAL  AGENCY  CONSTITUTES  AT  LEAST 
'ERCENT  OF  THE  TOTAL  NUMBER  OF  CHILDREN  IN  SUCH  SCHOOLS,  OR  IF 
THE  NUMBER  OF  FEDERALLY-CONNECTED  CHILDREN  IN  SUCH  SCHOOLS  CON- 
STITUTES AT  LEAST  25  PE*RCENT  OF  SUCH  TOTAL  NUMBER  (COUNTING  "B" 
CHILDREN  AS  ONE-HALF);  THAT  AGENCY  SHALL  BE  DEEMED  TO  HAVE  .SUCH  A 
HIGH  PERCENTAGE  OF  FEDERALLY -CONNECTED  CHILDREN  THAT  ITS  ENTITLE- 
MENT IS  INSUFFICIENT; 

', 

(5J-  THAT  THERE  BE  PROCEDURES  FOR  MAKING  DETERMINATIONS  CONCERNING  THE 
AMOUNTS  AVAILABLE  TO  LOCAL  EDUCATIONAL  AGENCIES  RELATING  TO  THE 
ADEQUACY  OF^TH^LEVEL  OF  EDUCATION  AND  THEIR  .ENTITLEMENTS  BE  ESTAB- 
LISHED SO  AS  TO  INSURE  PROPER  ADMINISTRATIVE  AND  JUDICIAL  REVIEW 
THEREOF;  AND 


(6)  THAT  THE  ENTITLEMENT  OF  EACH  LOCAL  EDUCATIONAL  AGENCY  BE  REDUCED 
BY  .  AN  AMOUNT  EQUAL  TO  THE  AMOUNT  $HAT  IT  RECEIVES  IN  PAYMENTS  FROM 
TAXABLE  LEASEHOLp  INTERESTS  IN  FEDERAL  PROPERTY  AND  FROM  PAYMENTS 
IN-LIEU  OF  TAXES  FROM  THE  FEDERAL  GOVERNMENT. 


VIII.    HOW   SHOULD   FUNDS    BE   ALLOCATED   AMONG   LOCAL   EDUCATIONAL  AGENCIES 
WHEN  APPROPRIATIONS  ARE  INSUFFICIENT  TO  SATISFY  ALL  ENTITLEMENTS? 

The  Commission  recommends  — ,  . 

(1)  THAT  ALL  ENTITLEMENTS  UNDER  THE  IMPACT  AID  PROGRAM  BE  FUNDED 
FULLY;  AND  *  ^ 

(2)  THAT 

r  - 

,(a)  SHC$LD  CIRC&MSTANCES  PROHIBIT  FULL  FUNDING  OF  ALL  ENTITLEMENTS 
FOR  ANY  FISCAL  YEAR,  THEN  THOSE  LOCAL  EDUCATIONAL  AGENCIES  WITH 
HEAVILY  IMPACTED  SCHOOL  DISTRICTS  BE  GUARANTEED  PAYMENT  OF  FULL, 
ENTITLEMENTS  FOR,  THAT  YEAR,  AND  THE  REMAINDER  OF  THE  LpCAL  EDUCA- 
-  TIONAL  AGENCIES  BE  PAID  A  PORTION  OF  THEIR  ENTITLEMENTS  ON  A  PRO 
RATA  BASIS,  AND*  " 

(b)  FOR  THE  PURPOSES  OF  THIS  SECTION,  THE  TERM  "HEAVILY  IMPACTED 
SCHOOL'  DISTRICTS"  BE  DEFINED  AS  THOSE  LOCAL  EDUCATIONAL  AGENCIES 
WHICH  HAVE  BEEN  DETERMINED  EITHER  {1}  TO  HAVfe  SCHOOL  DISTRICTS  IN 
WHICH  THE  EXTENT  OF  FEDERAL  PROPERTY  IS  SO  SUBSTANTIAL  AS  TO 
IMPAIR  THE  ABILITY  OF  THOSE  AGENCIES  TO  PROVIDE  AN  ADEQUATE  LEVEL 
OF  EDUCATION  FOR  THE  CHILDREN  IN  ATTENDANCE  AT  THEIR  SCHOOLS,  OR 

(2)  TO  HAVE  I N_ ATTENDANCE  AT  T5EIR  SCHOOLS  A  PERCENTAGE  OF 
FEDERALLY -CONNECTED  CHILDREN  WHICH  IS  SO  HIGH  THAT  FAILURE  TO  PAY 
THE  FULL  ENTITLEMENT  WOULD  RESULT  IN-  THE  CLOSURE  OF  T&EIR  SCHOOLS 
OR  SUBSTANTIAL  REDUCTIONS  IN  THE  LEVEL  OF  EDUCATION  OFFERED  TO  THE 
CHILDREN  IN  ATTENDANCE^  AT  THEIR  SCHOOLS  •  {FOR  THE  PURPOSES  OF 
THIS  RECOMMENDATION,  HEAVILY  IMPACTED  SCHOOL  DISTRICTS  ARE  THOSE 
FITTING  WITHIN  THE  DETERMINATION  MADE  UNDER*  RECOMMENDATIONS  3  AND 
•ft      4  OF  SECTION  VII).  "  ) 


♦IX.    SHOULD  THE   STATES   TAKE   IMPACT  AID  PAYMENTS    INTO  CONSIDERATION  IN 
T&EIR  STATE  AID  PROGRAMS? 

The  Commissiorrrecoimnencisu— 

(!)  THAT  THE  PROHIBITION  AGAINST  TAKING  IMPACT  AID  PAYMENTS  INTO 
CONSIDERATION  IN  STATE  AID  TO  LOCAL  EDUCATIONAL  AGENCIES  BE  CONTINUED,* 
THAT  THE  STATES  MAY  NOT  REQUIRE  NOR  MAY  A  LOCAL  EDUCATIONAL  AGENCY 
AGREE  THAT  LOCAL  EDUCATIONAL  AGENCIES  SPEND  IMPACT  AID  FUNDS  FOR  ANY 
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STATE  PURPOSE  OR  CONSIDER  SUCH  AN  AMOUNT  OF  LOCAL"  FUNDS  FOR  A  STATE 
PURPOSE,  BASED  UPON  THE  lAMOUNT  OF  AN  IMPACT  AID  PAYMENT  TO  LOCAL 
EDUCATIONAL  AGENtlES;  AND  THAT  pENERAL  PURPOSE  UNITS  OF  QOVERNMENT 
SHOULD  ALSO  BE  PREVENTED  FROM  DIVERTING  IMPACT  AID  PAYMENTS  _  FROM 
DEPENDENT  SCHOOL  DISTRICTS;  ^- 

(2)  THAT,  NOTWITHST^JDING*  5?E  PROHIBITION  IN  RECQMMENDAT I  ON  (1), 
STATES  WHICH  HAVE  IN  EFFECT  PLANS  OF  STATE  AID  TO  LOCAL  EDUCATIONAL 
AGENCIES  WHICH  ARE  DESIGNED  TO  EQUALIZE,  AND  HAVE~ THE  EFFECT  OF 
EQUALIZING,  AVERAGE  PER-PUPIL  EXPENDITURES  AMONG  SUCH  AGENCIES,  ARE  TO 
BE  PERMITTED  TO  TAKE  IMPACT  AID  PAYMENTS  INTO  CONSIDERATION  IN  DETER- 
MINING THE  AMOUNT  OF  STATE  AID  TO  AN  AGENCY  RECEIVING  SUCH  PAYMENTS 
IF  — 


(a)  THE  DISPARITY  IN  AVERAGE  PER-PUPIL  EXPENDITURES  BY  THE  LOCAL 
EDUCATIONAL  AGENCY  HAVING  THE  HIGHEST  AVERAGE  PER-PUPIL  EXPENDITURE 
IN  THE.  STATE  DOES  NOT  EXCEED  110  PERCENT  OF  THAT  HAVING  THE  LOWEST 
AVERAGE  PER-PUPIL  EXPENDITURE  IN  THE  STATE;  ^* 

m 

(b)  THE  AVERAGE-  PER-PUPIL  EXPENDITURE  IN  THE  STATE  AT  LEAST  EQUALS 
THE  AVERAGE*  PER-PUPIL  EXPENDITURE  IN  THE  NATION; 


(c)  THE  EFFECT  OF  TAKING  IMPACT  AID  PAYMENTS  INTO  CONSIDERATION 
*?PULD  NOT  BE  TO  REDUCE  THE  AVERAGE  PER-PUPIL  EXPENDITURE  BY  THE 
LOCAL  EDUCATIONAL  AGENCY  TO  A  LEVEL  LOWER  THAN  THE  STATE  AVERAGE 
PER-PUPIL  EXPENDITURE,  AND 

{d)  "  THE  AMOUNT  OF  SUCH  PAYMENT  TAKEN  INTO  CONSIDERATION  MAY  NOT 
EXCEED  50  PERCENT  THEREOF; 

(3)  THAT  IN  DETERMINING  THE  LOCAL  EDUCATIONAL  AGENCY  HAVING  THE 
HIGHEST  AVERAGE  PER-PUPIL  EXPENDITURE  IN  ;A  STATS  f  ANY  LOCAL  EDUCATION - 
AL  AGENCY,  WHICH    (BECAUSE  OF  UNUSUAJ  CIRCUMSTANCES)    HAS  AN  , UNUSUALLY 


NUMBER  OF  LOCAL  EDUCATIONAL^ AGENCIES  SO  EXCLUDED  -IN  A&Y  STATE  MAY  NCaf 
HAVE,  IN  THE  AGGREGATE,  AN  AVERAGE  *  DAILY  MEMBERSHIP  EXCEEDING  TTO 
PERCENT  OF  THE  AVERAGE  DAILY  MEMBERSHIP  OF  ALL  THE  LOCAL  EDUCATIONAL 
AGENCIES  IN  THE  STATE,*  AND 


(4)  THAT  THE  PAYMENT  TGaANY  LOCAL  EDUCATIONAL  AGENCY  HAVING  A  HEAVILY 
IMPACTED  SCHOOL  DISTRICT. SpOHr  NOT  BE  TAKEN  INTO  CONSIDERATION. 
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INTRODUCTION 


The  <*>Biraission  •  on^  the  Review  of  the  Federal  Impact  Aid  Program  was 
established  pursuant  to  sectiotj  1015  of  the  Education  Amendments  of  1978 
(Publid  Law  95-561}  which  w*s  enacted  November  1,  1978.  ^je  law  pro- 
vided for  a  Commission,  having  ten  members  appointed  by  the  President, 
charged  with  the  mandate  that  it  review  anfc  evaluate  the  administration 
and  operation  of  the  program  authorized  by  Public* Law  874,  Eighty-first 
Congress,  commonly  known  as  tRe  "Impact  Aid  Program, * 

\  k 
Specifically   included    in   that  mandate"^   the   requirement   that  the 
review  and  evaluation  emphasize  a  consideration  df  —        -  *\ 

{1}   the  equity  of  the  present  funding  Structure  of  Public 
Law  874,  ,  s 

(2)  the  relative  benefit  of  asgistance  foV  impact  aid  under 
Public  Law  874  in  view  of^he  increasing  costs  of  the 
program  and  the  limitation  on.  the  Availability  of  funda, 
and 

/.  .  *  -  ■ 

(3)  the  ways  -in  which  districts  of  local  educational  agen- 
cies which  ar^^ederally^impacted  can  best  be  assisted  in 
meeting  their  educational  needs.  i- 

/  ■ 

As  originally  enacted,  section  1015  required  .that  the  CtamJiisSion  prepare 
and  submit,  no£'  later  than  December  1,  1979,  to  the  President  and  the 
Congress,  a  report  9n  its  review  and  evaluation,  together  with  such 
recommendat^onji  as  tpe  Commission  deems  appropriate.  Such  recommenda- 
tions are  to  ^include  recommendations  for  legislation  relating  to  the 
authorization  tor., ^nd  funding  of,  the  Impact  Aid  Program,  Subsequent 
tu  the  em^tmefit^f  Public  La%r  95-561,  the  Congress  enacted  Public  Law 
96-46,  which  extended  the  time  for  the  study  and  set  the  new  reporting 
date  on  December*  *>  1980,  and  Public  Law  96-374,  extended  the  reporting 
date  to  September  ^,  1981. 

-JQie  members  of  £he  Commission  were  appointed-  by  the  President  and,  the 
Commission  b^gan'its  work  on  August  15,  1979.  The  members  so  appointed 
are  as  follows* 

Charlie   Akins,    of  Elizabeth  town,   Kentucky,    superintendent  of  the 
^  Hardin  County  Schools  and  State  -Chairman  of  the  Kentucky  Impact  Aid 
Schools  brganizati^ry 

Polly  'Baea-Barragan,  £  Colorado  State  senator  who  serves  on  the  board 
of  directors*  of  the  National  Mexican-American  Legal  Defense  and 
Educational  Fund  and  the  Mational  .Housing  Assistance  Council; 

Edward  C.  Bolstad,  of  Minneapolis,  executive  secretary  of  the  Minne- 
sota Federation  of  Teachers; 
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Robert  L*   Chisholm,   superintendent  of  schools  fort* tire  Clover  Park 
School  District  in  Tacoma,  Washington,  and  a  member)  of  the  board 
^directors  of  the  Northwest  Regional  Education  Laboratory j\. 

Anselm  G.   Davis,   Jr.T  assistant  superintendent  of  the  Wndow  Rock 
School  District  Nor  8  in  Fort  Defiarfce,  Arizona,  and--tr>taaner  educa- 
'    tion  specialist  with  the  Bureau  of  Indian  Affairs;  '  r 

franklin  L.  Lewis,  §l  member  of  the  Nebraska  State  Legislature  and 
former  chairman  of  its  Education  (jpmguttee  who  has  been  a  classroom 
teacher;  <  * 


Frank  J,  Macchiarola,  chancellor  of  the  New  York  City  Public  Schools 
and  a  footer  professor  ot  political 'science;  . 

Barbara  Roberts  Mason,  an  executive  director* of  the  Michigan  Educa- 
tion Association,  president  of  the  Michigan  State  Board  of  Education, 
and  former  speech  therapist; 

Harold  E.  Rogers,  Jr.,  a  San  Francisco  attorney  specializing  in  the 
field  of  municipal  law  and  finance  {Chairman,  designated  by  the 
President) ; 


Virginia  aired  Stacey,^of  San  Antonio,  Texas,  a  teacher  in  fthe 
Lackland  -  Independent  School  District  and  1978-79  State  president  of 
the  Texas' State  Tefe'chers  Association"  (Vice  Chais,   selected  by  the 


The  Commission  held  ten  business  meetings  and  t%n  headings,  as  well  as 
conducted  in*-house  research.  On  the  basis  of  study  pompleted  by  January 
9,  1981,  the  Commission,  found  ^t^at  sufficient  information  had  been 
gathered  and  analyses  finished  to  merit  the  submission  of  a  report 
on  the  areas,  of  the  study  so  nearly  completed  as  to  support  recom- 
mendations. The  areas  of  the  study  which  were  not  so  complete  are  as 
follows:  % 

(1)  a  comparison  of  the  relative  benefits  of  Title  I  of  the  Elementary 
and  Secondary  Education  Act  of  1965  with  thgse -of  payments  based  on 
entitlements  under  the  Impact  Aid  Program  which  arise  from  lo*f-rent 

*  public  housing  property? 

(2)  the  study  of  the  impact  of , Federal  policies  and  activities  (other 
than  those  which  are  connected  with  Federal  property)  on  local  educa- 
tjqjial  agencies  %  *  ^ 

(3)  the  relationship  between  Impact  Aid  payments  and  .St^|e  programs  of 
financing  public  education;  and  J 

(4)  the  disaster  relief  provisions  of  existing  law* 


Commission). 
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The.  Commission  acknowledges  that  this  report  is  long  on  theoretical 
analysis  and  short  on  statistical, data.  The  approach  taken  was  designed 
to  p*oij;ide-a-theor«tical  framework  for  the  program  based  solely  dcSh  the 
premises  upon  which  the  program  was  originally  founded  and  an  examina- 
tion of  the  present  validity  of  those*  premises.  The  Commission  is 
cognizant  of  the  fact  that  each  facet  of  the  program  has  deep-running 
political  implications  which  can  be  examined  only  wfth  the  use  of 
•  statistical  and  other  data  which  either  .  support ,  or  illustrate  the 
implications  of,  the  recommendations  made  herein.  Those  data  available 
*hich  9ive  ^contextual  statement  for  this  report  are  included.  Those 
♦  illustrating  the  effect  of  the  recommendations,  ^ere  they  ^enacted/"  are 

not;  available  because  of  limited  funds  for  automatic  data  processing. 

%  The  Commission  believes  that  having  recommendations  based  on  theory  is 
of  value  to  the  Congress,  in  that  variances_jE ran  the  theoretical  frame- 
work of  the  recommendations,  based  upon_  their  political  implications, 
can  be  adopted  as  conscious  decisions  to  depart  from  theory  or  any  basis 
the  Congress  determines  to  be  valid.     Data  relattng  to  these  decisions 

.    would  be  available  if  the  Congress  requires  them.^ 

^     Statistical  and  other  data  are,  within  funding  capacity  of  the  Commis- 
si   sion,   to  be  available  so  that  policy  makers  can  make  their  decisions 
based  on  a  factual  statement  as  to  what  ought  to  b€>  the  ca$e  under  pure 
theory  of  that  which  is,  on  other  grounds,  also  valid  ground  for  making 
4       '  policy.  •  _ 

As  a  matter  of  format,  this  report  has  five  chapters*  the  first  three  of 
which  are  designed  to  be  considered  separately  from  the  others  while  the 
last  two  chapters  r^st  upon  the*  previous  three.  Therefore,  material  is 
repeated  rather  ^than  referred  to  by  cross  reference,  The  additional 
spade  used  in  repetitions  is  more  than  justified  by  the  difficulties 
which  arise  from  numerous  cross-references. 


< 
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MEETINGS 
OF  THE 

"fcOMMISSIOfc  OH  THE  REVIEW  ^ 
OF  THE 

FEDERAL  IMPACT  AID  PROGRAM 

4 

1)  FIRST  MEETING:  -September  28-29 ,  W79,  Washington*  B.C.  * 

Admins tration  of  oaths  of  office  for  Commission  members;  organiza- 
tion of  the  Commission;  discussion  and  determinations^  the  means  by 
 which  the.  charge  of  the  Commission  is  tfo  be  implemented, 

■ .  ■  •  .  •  (  ■  , . 

2)  SECOND  MEETING:    Decemt>er  14',  1979 Chicago,  Illinois 

Commission  considered  a  Plan^of  Study  "for  its  .evaluation  and 
review  of  Impact  Afd,  and  determined  the  dates,  sites,  and  purposes 
*of  subsequent  meetings  of  the  Commission* 

3}  THIRD  MEETING*    April  22,  1980,  San  Francisco, ^California 

Commission  considered  a  staff  repcH^^d  adopted  the  Interim  Report, 
with    the    understanding    that   Supplemental   Documentation   for  the 
*   Interim  Report  would  be  considered  at  the  Fourth  Meeting*-   - 

4>  FOURTH  MEETING:    May  1,  ¥#8^  Montgomery,  Alabama 

Commission  considered  a  staff  report  previously  submitted  by  the 
Commission  staff/  and  agreed  to  submit  a  revised  staff  report  as*  the 
Supplemental  Documentation  for  the  Interim  Report  to  the  Congress* 

5}  FIFTH  MEETING: ,  May  30,  1980,  Washington,  D-.C* 

.  Commission  adopted  policies  fdr  the  development  of  findings  agd 
recommendations  to  accompany  the  Commission^  final  report  £vA 
rescheduled  activities  at  variance  with  the  Plan  of  Study.  / 

6)  SIXTH  MEETING:    July  17-18,  1980,  Chicago,/  Illinois 

,  Commission  considered  policy  findings  based  on  the  evidence  gathered 
through*  the  hearings,  together  with  supplemental  evidence,,  and 
adopted  a  Special  Report,  requesting  additional ^authority  fsom  the 
Congress,  regarding  reports  supplemental  to  its  final  report. 


/ 
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7)  SEVENTH^  MEETING:    September  18-19,  1980,  Washington,  D*C. 

m  Commission  considered  recommendations,  and  other  Commission  busine^^/"^-^ 

8)  EIGHTH  MEETING;    November  6-7,  1980,  Washington,  D,C, 

•  * 

Commission  considered  and  deferred  adoption  of  a  report,  conducted 
.other  Commission  business,   including,,  scheduling  a  meeting  of  the 
Commission  January  29-30,  1981  for  adoption  of  a  report,  and  other 
Commission  business* 
»   •  *  * 

9)  NINTH,  MEETING:    January  29-30,  1981  ,  Washington,  D.C. 

*  Commission  adopted  a  draft   report,  pending  final  approval  at  the 
next  Commission  meeting,  and  conducted  other  Commission  business, 

10)  TENTH  MEETING:    July  16-17,  1981,  Washington,  D,C,        *  *  ■ 

Commission  adopted  its  final  report. 
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CHAPTER  I 


THE  ESTABLISHMENT  AND  OPERATION  OP  THE  COMMISSION 
ON  THE  REVIEW  -OP  THE  FEDERAL  IMPACT  AID  PROGRAM 


The  Commission  on  the  Review  of  the  Federal  Xmpqjt  Aid  Program  i* 
established  pursuant  to  section  1015  of  Public  Law  95-561  and  is  gov- 
erned, to  the  extent  not  inconsistent  with  section  1015,  by  the  provi- 
sions of  part  D  of  the  General  Education  Provisions  Act  (commonly  known 
as  the  "Education  Advisory  Council  Code*), 

A*  LEGAL  AUTHORITY 

Section  101*5  of  Public  Law  95-561  provided  that  the  President 'was  to* 
appoint  a  Commission  on  the  Review  of  the, Federal  Impact  Aid  Program, 
consisting  of  ten  members,  that  the  Commission  was  to  review  an£  evalu- 
ate the  administration  and  operation  of  the  Impact  Aid  Program,  and  that 
tthe  Commission  was  to  prepare  and  submit  to  the  President  f/n^  to  the 
Congress,  not  later  than  December  1  ,  1979,  a'  report  on  its  revfew  and 
evaluation,  together  with  such  recommendations  {including  recommenda- 
tions for  legislation  relating  to  the  authorization  of?  and  funding  for, 
the  Impact  Aid  Program)  as  the  Commission  deems  appropriate. 

The  operation  of  the  Commission  has  been  governed  by  the  authority  and 
procedures  set  out  in^the  Education  Advisory  Council  Code  (EACC) .  Under 
the- EACC,  —         t       A  *  '  „ 

(1)  the  members  of  -the  Commission  are  compensated  at  rates 
fixed  by/^he  Commissioner  of  Education  (now  the  Secretary 
of  Education)  « and   receive   reimbursement   for  expenses  as 


Tntermt^tent- employees  in  the^Gbvernment  service? 

(2)  the  Commission  is  authorized  to  obtain .the  serViqes  of # 
such  professional,  technical,  and  clerical  personnel  as  may. 
be  necessary  to  enable  it  to  carry  out  its  functions?  and 

(3)  the  Commission  meets  at  the  call  of  the  Chairman  and, 
,  keeps  minutes  of  its  meetings  and  is  subject  to  audit  and 

review  By  the  Comptroller  General  of  the  United  -States. 

In  accordap^witK  these  provisions  of  law,  the  Federal  Advisory  Commitr 
tee  A*rt7  the  Secretary  of- Health,  Education,  and  Welfare  issued  a 
charter  for  t^e  Commission  on  July  30,  1979.  (That  charter  is  attached 
as  Appendix  A.) 


0n  July  22*    1930,   the  Commission  submitted  a  special   report  to  the 
^Congress  in  which  it  requested  ±he  authority  to  submit  at  least  one,  but 
not  more  than  three,  reports  supplemental t to  its  final  report.     (A  copy 
of  that  special  report  is  attached  as  Appendix  B.)    in  response  thereto, 
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the  Congress,  in  section  1304  of  Public  Law  96-374,  extended  the  dura- 
tion of  the  Commission  until  September  30 f  1981,. and  provided  that  the 
final  report  of  the  Commission  was  to  be  submitted  not  later  than 
September  1,  1981  .#  ,  w 

In  addition,  section  1304  of  Public  Law  96-374  clarified  ambiguities 
concerning  the  terras  of 'office  and  the,  quorum  for  the  Commission*  Under, 
the  EACC,  the  terras  of  office  of  members  of  advisory  councils  are  three 
years  -aftd  their  terras  are  to  be  staggered  at  one  year  intervals,  .  In 
addition,  the  law  has  been  interpreted  ^is  requiring  those  ftJouncils  to 
have  quorums  equal  to  the  number  of  positions^  for,  members,  regardless  of 
the  numbef^hich  may  be  vacant.  Section  1304  raa^e  clear  that  thev  ferras 
of  office  for  the  members  of  the  Coitonissiorf  arp  to  be  coterrainqus  with 
the  duration  of  the  Commission  and  that. a  quorum  of  the  Commission  is 
eqtt^  to  a  majority  of  "the  number  of  members  who  are  actually  serving.^ 

As  a  rfesult  <|£-  this  legislation,  a  new  chartfer  was/ necessary.  Th§ 
Commission  adopted  a  new  charter  on  November  7,  1980,  a  copy  of  which  is 
attached  as  Appendix  C.  v '  . 

B.  ESTABLISHMENT  OF  THE  COMMISSION 

On  August  15,  1979,  the  Pr^ftdent  appointed -the  members  of  the  Commis- 
sion and,  in  so  doing,  designated  Mr.  Harold  E.  Rogers,  Jr.,  Chairman*  of 
the  Cdramissiori.  A  temporary  Executive  Director  was  designated  with 
authority  to  prepare  for  the  First  Meeting 'o£  the' Commission  which  "Che 
Chairman  scheduled  for  September  28^and  2?,  1979.  r   "  * 

The  direction  to  the  temporary  Executive  Director  to  prepare  for  the 
Fi^st'Meeting  included  the  authority  to  develop  a  proposed  Plag  of  Study 
and  the  responsibility  for  the  actual  logistics  of  sstting  up  that 
meeting. v   "   ^_  


...     .  % 

Upon  direction  of  the  Chairman,  the  staff  developed  a  proposed  Plan  of 
Study  which  had  two* emphases;  (1)  an  in-house  research  capability  which 
was  to  prepare  for  making  recommendations  through  a  series  of  special 
studies  on  each  of  the  issues  likely  to  be*  raised,  and  (2)  a  limited 
number  of  hearings  designed  to,  hear  the  view^  of  interested  parties  and 
gather  evidence  upon  which  recommendations  could  be  based.  This  Plan 
Qf  Study  was  estimated  to  cost  $575,000  for  fiscal  year  1980. 

'At  the  Fi^st  Meeting ,  'held  in  Washington,  D.C.,  on  September  28  and  29, 
1979,  tKe  Commission  selected  a  Vice  .Chair,  Ms.  Virginia  Stacey,  con- 
sidered the  proposed  Plan  of  Study,  hired  the  temporary  staff  as  perma- 
nent staff,  adopted  a  tentative  budget,  and  agreed  to  raefet  in/Chicago, 

/Illinois,  on  December  14,  '1979,  to  conSider  a  revised  Plar>/of  Study. 
Staff  was  directed  to  develop  a  revised  Plan  of  Study^with  greater 
emphasis  on  public  heSrings  and  site  visits,  to  make  a  report  on  pri€- 

*  posed  Impact  Aid  reforms,  and  to  survey  statistical  data  available  to 

*the  Commission.  Authority  was  given  to  hir^  additional  staff  necessary 
to 'prepare  for  the  Second  Meeting. 
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Additional  staff,  primarily  research  assistants,  entered  upon  'duty 
November  4,  yl979'.  The  "research  staff  -was  chosen  purposely  .with  no' 
Background  irt  Impact  Aid  in  order  that  the  study  remain  as  objective  and 
unprejudiced  as  possible.  The  new^'staff  prepared  *a  'revised  Plan  -pf 
Study  in  accordance  with  the  directions  of  the  Commissions  That  Plan  of 
Study  was*mail£S*t;o  the*  mfembers  of  the  Commission  on  December  1  ,  1979, 
At  the  Second  Meeting  on  Decembet  14,  the  Commission ^considered*  modi- 
fied, and  adopted  the' Plan  of  Study, 

The  general  rationale  of  the  Plan  of  Study  was  that,  during  the  nfcnttjs 
of  February,  -  March,  April,  and  May  (1980)7  the  Commission  would  hold 
hear i-ngs  ,  an<3  the  reaearch  istaff  would  develop  .policy  papers  based  on 
special  studies  of  th<?  issues*;  "'during  bhe  months  'of  J.une,  July  and 
August,  the  *  Commission  wcpuld  develpp/ recommendations  by  circulating 
drafts,  by  mail-,  yith  tt  yiew  toward  .developing  a  consensus  on  "those- 
recommendations  or>  if  none  wete  fc*o  be»  hard,  narrowing  the  issued  to 
those  In  actual"  disagreement  so  they  could  be' resolved -in -a  deliberate 
and  judicious  mariner,  -  „  > 


The  work. of  the  Commission  *  was  to  end  with  twcumeetings:  one  to  consider 
recommendations,  and  another  'to  adopt  a  final  report  for  submission  to 
the  Congress  not  latei?  than*  December  1  ,  1980.  * 

7  C.    THE  FLAN  OP  STUDY  r  *'  r     '  .  ^ 

The  Pl$n  of  Study,  as  adopted  by  the  Commission  on  December  14,  191?, 
was  conducted  in  the  cont&tft  of  three  major  questions: 

*  hi 
**  •  * 

(1)  Wtfat  is  the  effect  of  Fedferal  activities  on,  the  ability  of  loqal 
'educational  agencies  to  provide  education  for  the  children  in  their 

schools?  *  Is  there  a  net  economic  benefit  or  is  there"  a  net  burden? 
^  order— to  examine*  Lhla  issue  in  k  systematic  manner,  an  "economic 
impact  model"  was  been  develqped,  designed  to  determine  the  .net 'ben- 
efit or  burden  of  Federal  aptivities  on  a  numher  of  local  educatidnal 
agencies  *  ■  * 

.  *  * 

(2)  How  do  the  States1 and  their^ local  educational  agencies  finance  the 
operation  of  their  schools?  To  whate  extent  is  there  a  reliance  upon 
taxation  jot  real  property?  In  jurisdictions  relying  upon  taxation  of 
real  property  as  a  source  of  revenue,  what  are  the  obligations  which 
arise  from  mere  ownership  of  land  and  what 'are,  those  which  arise  from 
the  use  of  land?  How  does  the  Federal  Government,  as  a  user  and  b^ner 
of  land,  fit,  into  the  school  finance  picture  in  those  jurisdictions? 
Does  Federal  ownership  and  use  of  land  create  an  inherent 'obligation 
to  the  local  goveriment  having  jurisdiction  over  that  land*,  withbut" 
regard  for  any  economic  benefit  which  may  be  had  £rom  Federal  activi- 

/■  ties? 

(3)  What  is  the  obligation  of  the  Fedeiral  Government  for  the  education 
of  'federally-connected  children?  There  is  a  history  behind  Federal 
assistance  for  the  ^ucafi^r^6f  military  dependents  goiii^  back  to  the 


1820,s,  There  are  treaty  obligations  relating  to  the  education  of 
Indian  children.  %re  the  obligations  of  the  Federal  Government  for 
the  education  of  tj^hese  children  different  *  from  those  for  that  of 
dependents  of  civilian  employees  of  the  ^Government?  If  thefce  is  an 
obligation,  should  not  their  educational  needs  be  the  major  factor  in 
determining  the  amount" of  assistance?  * 

The  studies  were  grouped  for  discussion  purposes  into  three  areas  paral- 
leling the  three  specific  charges  under  which  the  Commission  operates, 

1)  The  Equity  of  phe  Present  Funding  Structure  * 

The  Commission  examined  the  equity  of  the  funding  structure  of  Impact 
Aid  b£  considering  how  the  Federal  Government  'burdens  localities  and 
^whether^  compensation  through  Impact  Aid  for  that  burden  is  adequate 
and  fairly  distributed.  The4  special  studies  outlined  herein  address 
these  questions  of  burdeji  and  compensation. 

In  order  to  examine  the^  fairne'ss  of  the 'funding  structure  of  the  Impact 
Aid  Program,  the  Commission  studied  the  definition  of  Federal  property, 
asking*  if  all  property  burdening  a  locality  is  included  and  if  all 
property  not  burdening  a  locality  is  excluded  from  that  definition.  It 
also*  considered  whether  the  Icationhle  of  compensating  localities  <||r 
federally- imposed  ,  burdens  ^ells  for  compensating  local ^  educational 
agencies  for  the  cost  of  educating  the  children  of  refugees  and  undocu-^ 
mented  aliens  and  for  the  cost  of  complying  with  Federal  regulations. 
Also  ^considered  were  the  nature  of  the  burden  imposed  by  increased  or 
decreased  Federal  activities*-^*"""  a  ^ 

Pertinent  to  the  fairnfestf  of  tygfe  existing  structure^of  Impact  Aid  is  the 
eligibility  requirement  of  .  the  law  and  whether  V  minimum  local  absorp- 
tion of  costs  is  necessary  for  consistency  with  that,  requirement. 
Finally,  the  Commission  considered^  in-lieu  of  taxes  payments  some 
-Federal  agencies  make  to  localities/ 

After  exam^fiing  the  burden  o^  Federal  activities  ^an^J^nd  ownership  on 
16calities,  the  Commission  considered  the  fairness  of  tjie  measure  of 
compensation — based  on*  assumptions  about  local  support  for  public  • 
education — to  determine  its  validity,  in  light  of  changes  in  school 
financing,*  an  increased  State  *  role,  and  the  possibility  that  other 
measures  may  more  accurately  reflect  the  *cost  Of  Educating  federally- 
connected  childreiw  The  Commission  studied  trends  in  financing  educa- 
tion, investigating  the  relationship  between  State  and  local  sources  of 
revenue  for  education* 

2)  Relative  Benefit  of  Assistance  for  Impact  Aid 

The  Congress  charged  the  Commission  .with  considering  the  "relative 
benefit  of  the ^assistance  for  impact  aid  under.  Public  Law  874  in  view  of 
the  increasing  costs  of  the  program  and  the  'limitation  on  the  availabil- 
ity of  funds, ■  To  do  this,  the  CommissioQ  intended  to  compare  similar 
allocations  und^r  Impapt  Aid  and  comparable  categorical  programs. 


The  Commission  Vas  "to  compare  an.  allocation  of  funds  under'  Impact  Aid 
for  low-rerjt  public  housing  with  allocations  under  Title  I  of  the 
Elementary  and  Secondary  Education  Act  of  1965,  addressing  where  tjn& 
jfconey  £or  eacfa^program  could  go  and  for  "what' purposes  it  would  be~  usei. 
Another  comparison  the  Commission  was  to  make  was  of  the  allocation  of 
funds  under  Impact  "Aid  with  a  siraira^ allocation  under  the  Indian 
Education  Act.        '  , 

3)*  The  Best  Means  of  .Assisting  Federally  Impacted  School  Districts 

^  %  *-  «.  „  - 

The,  Commission  considered  the  best,  means  by*  which  impacted  school 
'districts  can' be  assisted  in  meeting .educational  needs  by  addressing  a 
number  of  issues:  (1)  the  propriety  of  continuing  to  base  entitlements 
on  the  basis, of,  the  current  concept  of  the  local  contribution  rate; 
<2)  th^-,  treatment  of  ^heavily  impacted  school  districts,  of  children 
residing  on  Indian  .lands,  of  dependents  of  military,  personnel  and 
civilian  Federal  employees,  and  of  children  in  low-rent  public  housing; 
and   p)    the  .effect  x?f  State  equalization  plans  on  Impact  Aid  policy. 

Each  of  these  issues  was  consiSered  in  light  of , the  propriety  of  basing 
Impact  Aic3  payments  on  the  educational  needs  of  federally-connected 
children  rather  than  an  approximate  amount  as  it  is  assumed  a  locality 
would  have  contributed  tor  the  education  of  a  federally-connected" child 
if  tax  revenues  had  not  been  reduced *by  Federal  .activities. 

D.  VARIANCE  PROM  THE  FLAN  .OF  STUDY 

Circumstances  did  not  permit  the. Commission  to  comply  precisely  with  the 
Plan  of  Study  adopted  on  December  14,  1979.  Those\  circumstances  were  as 
follows: 


J)  Congressional  Request  for  an  Interim  Report  € 

On  March  31,  1980,  the  Commission  received  a  request  from  Senator 
Warren  G.  Magnuson  of  Washington^  Chairman  of  the  Committee  on  Appro- 
priations of  the  United  States  Senate,  that  the  Commission  submit  an 
interim  report  to  the  Congress.,  On  April  1,  1980,  the  Commission 
received  a  similar  request  from  Representative  Carl  D.  Perkins  of 
Kentucky,^  Chairman  fof  the  Committee  on  Education  and  .Labor  mt  the 
United  States  House  of  Representatives*  {Copies  of  these  two  requests 
are  attached  as  Appendices  D  and  E.) 

The  Commission,  under  the  Plan  of  Study,  had, not  scheduled  itself  to 
make  policy  decisions  at  that 'time  or  even  to  have  a  meeting  at  which 
such  a  report  could  have  been  ad9pted.  Even  though  th^re  was  a 
question  regarding  the  applicability'^  the  Federal  Advisory  Committee 
Act  to  the  Commission,  the  Commission"  was,  as  a  matter  "of  good  public 
policy,  acting  in  accordance  with  the  public  participation  provisions 
of  that  Act.  Therefore,  it  was  necessary  tJo  publish  notice  of  a 
.meeting  of  the  Commission  in  the  Federal  Register  at  least  15  llays 
prior  to  the  meeting,       *  " 


The  Commission  had,  under  the  Plan  of  Study,  scheduled  a  hearing  in 
San  Francisco,  Califorpi^  for  April  22,  1980,  at  which  all  members 
were  either  scheduled^  or  could  arrange,  .to  be  present.*  Therefore, 
the  Chairman  of  the  Cotoraission/Sexercising  the  authority  vested  in 
that  position  under  section  446  of  part  D  of  thQ  General  *  Education 
Provisions  Act,  issued^  a  call*  for  the  Third  Meeting  of  the  Commission 
to  coincide  ^with  the  previously  scheduled  hearing  in  San  Franciseo. 
At  the  same  time,  because  there  was  no  certainty  that  a  decision  of 
the  Commission  could  be  reached .  in  the  time  allotted  for  the  Third 
Meeting,  a  call  was  issued  for  a  business  meeting  to  occur  in  Montgom- 
ery/ Alabama,  in- conjunction -with  a  scheduled  hearing  at  that  site  on 
May  1,  1980.  At  the  direction  of  the  Chairman,  the  staff  prepared  a 
report  on  the  progress  of  the  tfbrk  of  theT Commission  which  was  to  be 
available  for  consideration  at  these  meetings. 

On  Apjril  22,  at  the  Third  Meeting  of  the  Commission,  a  decision  was 
Te  to  submit  an  Interim  Report  which  did  not  contain  recomnenda- 
4         tions,  But  did  contain  a  statement  of  policy  findings  which  indicated 
^■W^ that  £he  Commission  would  recommend  a  continuation  of  the  Impact  Aid 
Program  and  set  out  general  policies  which  would  constitute  guidelines 
for  the  development  of  final  recommendations.      (A  cfcpy  of  these 
J~) findings  'is  attached  as  Appendix^F.)      It  was  also  agreed  that  the 
„  '      staff  'report  submitted  to-  the  Commission,  'with  a.  few  modifications, 
would  be  laid  before  the  Commission  at  the  Fourth  Meting  in  Montgom- 
ery, Alabama,  as  Supplemental  Documentation  for  the  findings  announced 
in  the  Interim  Repoft. 

-    '   '  .  •    -    .  f 

•  On  May  1,  1980,  the  Commission  met  in  Montgomery  pursuant}  to  the  call 
of  the  Chairman,  considered  the  Supplemental  Documentation',  and  agreed 
to  its  submission  in  conjunction  with  the  Interim  Report. 

♦ 

'Actions  of  the  Commission,  as  the  result  of  the  congressional  re- 
quests, were  at  variance  with  the  Plan  of  Study,  preparation^  fqr 
which  actions  and  the  result  thereof  required  substantial  modification 
of'  the  Plan  of  Study.  These  modifications  were  formalized  at  the 
Fifth  Meeting  on  May  30,  1980,  at  which  it  #Js  agreed  that,  rather 
than  use  the  circulating  draft  method  of  developing  recommendations *  a 
Sixth  Meeting  would  be  scheduled  on  July  17  ^pd  18,  1980,  to  consider 
policy  findings,  a  Seventh  Meeting  would  be  scheduled  for  September  18 
and  19,  1980,  to  consider  recommendations,  and  an  Eighth  Meeting  would 
be  scheduled  for  November  6  and  7,  1980,  to  consider  a  report  to  the 
Congress.  > 

t  . 

2)  The  Economic  Impact  -Stqdy 

When  the  Commission  adopted  the  Plan  of*  Study,  the  procedure  for 
determining  the  economic ^.rapact  of  Federal  activities  on  local  educa- 
tional agencies  was  an  incomplete  concept,  at  best.  The  feasibility 
of  suoh  a  study  was  uncertain,  and,  if  such  a  study  were  feasible,  the 
extent  that  it  could  be-conducted  by  the  Commission  (with  limited  time 
and  budgetary  ^constraints)  was  even  less  certain." 


By  the   second  week  of  May  a  model  designed  to  Measure  the  fiscal 
'impact' of  Federal  military  installations  on  local  educational  agencies 
on  a  case-by-case  basis  had  been  developed,  tested ,  and  found  to  be 
theoretically  sound.  > 

It  was  determined  also  that  it  was  probably  feasible  *o  devise  another 
model,  on  similar  principles,  which  could  measure  that  impact  on  an 
aggregate  basis. 

The  time  constraints  under  which, the  Commission  was  operating  did  not 
« *  permit  a  thorough  use  of  the  case  study  model.  Budgetary  limitations, 
respecting  the  use  of  automatic  data  processing,  prevented  the  devel- 
opment o£  the  aggregate  study4  model.  These  constraints  and  limi- 
tations were  the  subject ^ of  discussion  at  the  Fifth  Meeting,  within 
the  context  of  a  motion  "to  submit  to  the  Congress  a  special  report 
requesting  the  authorit^to  submit  reports  supplementary  tq  the  final 
report.  Further  consideration  of  that  motion  was  postponed  until  the 
Sixth  Meeting  at  which  it  was  adopted;  a  special  report  to  the  Con- 
gress was  submitted;  and  legislative  authority  permitting  a  more 
thorough,  economic  impact  stvUdy  was  granted.  The  Plan  of  Study  was 
altered  accordingly. 


3)  The  Education  of 


The  driginal  Plan  of  StudyMiady  because  of  early  indications  of 
t  concern,  provided  Jpr  sonmJonsideratlon  of  the  financial  impact  on 
local  educational  agencl£§7of  Federal  .  laws,  regulations,  and  other 
activities.  However,  e^dence  presented  before  the  Commission  and 
intervening  events  mad^thq  Plan  of  Study  obsolete,  in  -that  the  Plan 
of  Study  did  .not  enpompass  sufficient  consideration  of  these  issues 
.and  that  a  plan  to  consider  thei*  having  sufficient  'quality  and  scope 
could  not  be  implemented  within  the  time  allowed^he  Commission  to 
finish  its  review  and  evaluation  of  the  Impact  AidWogram. 

V         I  V  '  • 

Specifically,  witnesses  before  the  Commission  expressed  an  overwhelm-* 
ing^  belief ,  supported  by>  evidence,  that  the  Federal  Government  *had  an 
obligiJtttfir^o  assist  local  educational  agencies  with  the  costs  they 
incUf  in -educating  alien  children,  both  .documented  and  undocumented, 
who  We  in  the  United  States  igrider,  or  in  spite  of,  the  immigration 
k  policies  of  the  Federal  Government. 


The  recent  immigration  from  Southeast  Asia  and  the  Caribbean  region, 
as  well  as  Federal  court  rulings  regarding  the  rights  of  undocumented 
alien  children  under  the  Constitution  brought  these  issues  before  the 
C'oiranission  sso  forcefully  that,  -at  the  Fifth  Meeting,  it  was  decided 
tfcat  "further  study  in  this  area  should  be  considered  at  the  *  Sixth 
Meeting  in  conjunction  with  the  proposal  to  submit  a  special  report  to 
tfi£  Congress.  - 


i 


41  .   \  *  * 


In  addition,  witnesses  noted  that  mounting  coats  tJo  local  educational 
agencies  in  complying  with  Federal  laws % and  ^regulations  constitute  a 

"  Federal  burden  which^  while  no^of  the,  same  magnitude,  is  just  as  real 
as  tha^  which  arises  from  educating  children  who  are  connected  with 
Federal  property*      Although   there  was  some  evidence  regarding-,  .the 

'local  costs  of  complying  with  many  of  't^e  laws  intended  ^o  promote, 
equality  of  bpportunity,  evidence  was  especially  persuasive  with 
regard  to  ^Federal  requirements  under  the  Education  of  the  Handicapped 
Act,  as  amended  by  .Public  Law  94-142,  A  question  of  the  propr ietyof 
entering  into  this  area  limited  further  consideration  of  this  evi- 
dence, even  though  recent  regulations  concerning  bilingual  education 
could   increase   the   magnitude   of   these  costs   sufficiently  to  merit 

congressional  concern.  v  *• 

#  * 

4)  Incomplete  Studies      *        ,  .      v  / 

Two  important  studies  originally  set  out. in  tlW  Plan  of  Study  vere  not 
completed  because  of  the  inability  to  bbtarn  approval  of  contract^  and 
experts;  * 

4." 

(a)  that  which  was  intended  to  study  the  relative  benefits  of  Jmpact 
Aid  payments  under  low-rent  public  housing*  entitlements'  with  pave- 
ments under  Title  I  of  the  Elementary  and  Secondary  Education  *Act  of 

*\  1965;  antf    "  /  ' 

(b)  that  which  intended  to  study  the  relationship  between  Impact  Aid* 
payments  and  State  aid  to  education  programs. 

Concern  about  the  incompleteness  of  these  .studies  prompted'  th&  motion 
at  the  Fifth  Meeting  to  submit  a  special' report  to  the  Cdngress 
requesting  additional  authority. 

• ;  '*  •  • 

The  result  of  these- modifications  in  j&licy  was  a  decision  to  complete 
the' work  of  the^  Commission  with  regard  to  recommendations,  on,  the 
traditional  Impact  Aid* Program  (including  low-rent  public,  housing) 
which  would  be  presumed  to  be  final  except  in  those;  areas  which 
completion  would  'be  impossible  Without  supplemental  authority  from  the 
fo'ngress.  •  * 

E.  HISTORICAL  BACKGROUND  OF*  THE  PROGRAM 

The  Impact  Aid  Program  is  relatively  simple  in  concept :  it  has  been 
designed  to  compensate  local  educational  agencies  for  tjje.  financial 
burdens  imposed  on  them  for  (1)  loss  of  ^revenue  due  to  non-taxable. 
Federal  property,  and  (2)  the  burden  of  providing  education  tot  ied- 
erally-connected  children. 

The  amount  of  ^compensation  is  determined  by  an  entitlement  for  'each 
eligible  local  educational  agency  which  is  computed  by  multiplying  the 
number  of  federally-connected  children  by  a  portion  of  dollar  amount  of 
local* 'revenues  which  could  reasonably  be  expected  for  the  education  of 
tho^e  children. 


Payments  are  made  tp  (eligible  local  educational  agencies  directly  from 
\the  Federal  Government;  however.  State  educational  agencies  are  cdnsult- 
ed  with  respect  to  Seterrainltions  of  tile  amounts  of  local  contributions* 
Because  the' Federal  payment  is*  Besigned^  to  compensatVfor  llack  of  local 
revenues  resulting  from  Federal  activities*,  local  educational"  agencies 
use  the  Federal  payment  t]>, the*  same  way%and  for  the  same  purposes  .as 
they  use  their  other  revenues  raised  from  local  sources. 

In  spite  of  ^e  simplicity  of  this,  concept,  years  of  seeking  equity  and 
political  compromise  have  resulted  in  ar>  extremely  complex  law. 

1)  The  Beginning  of  the  "Program  7   "      .    *  .  -   ■  * 

.During  World  War  II,  .the  Federal' Government  recognized  that  the  activi- 
ties assbciat^d  with  'ehe  war^effort  #ere  placing  financial  burdens  on 
local  educational  agencies  '*£hich  they  were  not  capable  tff^carrying 
without  assistance.  "These  local  educational  agencies  generally  had 
school  districts  in  which  were  located,  or  which  were*  adjacent  to, 
military  installations.,  In  addition*  there  was  a  concern  that  children 
of;  military  an$  civilian  employees  of  the  Federal  Government  receive  an 
adequate  educational  opportunity^  regardless  o£\  the  Location  of  the 
miritary/insCallation  in  conpection  with  .which  their  parents  were 
employed/  , 

The  Congress  authorized  the*  Commissioner  of  Education  to  negotiate 
contracts  with  those  local  educational  agencies  under  which  they  were 'to 
receive  sufficient  funds  to  provide  at  least  a  minimum  level  of  educa- 
tion for  all  children  in  att$ni3ance  at  their  schools.  In  negotiating 
those  contracts,  flexible,  informal1  formulas  for  computing  the  amounts 
local  educational   agencies  were   to   receive'  were^  developed   and  used. 

With  the  end  hf  World  War  rII  and  demobilization,  the  affected*  local 
educational  agencies  sought  an  alternative  approach  and  began  to  work 
for  a  more  formalized  program  designed  to  continue  *  payments  to  local 
educational  agencies  and  t6  give*  greater  certainty  '^s  to  the  amounts 
they  would  receive,  with  the  outbreak  of  the  Korean  conflict  in  June, 
1950,  and  -the  resultant  military  build-up,  the  Congress  adopted .  the" 
approach  advanced  by  the  affected0 local  educational  agencies  and  enacted 
two  bills  which  were  signed^  into  law  by  President  Truman  in  September, 
1950—Public  Laws  815  (on  September  23)  and  874  (on  September  30)  of  the 
Eighty-first  Congress* 

♦ 

Public  Law  81 5^  author i-zed  grants  for  the  construction  of  school  facili- 
ties tck  house*  school  enrollment  increases  due  to  Federal  activities. 

Public  Law  874  authorized  payments  to*  local  educational  agencies  t6 
assist  them  with  the  maintenance  and  operation  of  their  schools.  The 
program  authorized  by  Public  Law  87*4  has  continued  and  expanded  since 
that  t  time.      The  appropriation  for   fiscal  year    1951   was  $29,080,788^ 


2}  ffheLaw  as  Originally  Enacted 

As  originally  enacted,  Public, Law  874  provided  for  Federal  assistance 
under  four  circumstances: 

(1)  local  educational  agencies  in  '.the^  school  districts  in  which  the 
Federal  Government  had  acquired  substantial  real  property  after  1938 

*  {section  2)  ?  %      -  ^f-- 

(2>  local  educational  agencies  providing  education  for  substantial 
numbers  of  f ede rally-connected  children  (section  3} ? 

(3)  ,  local  educational  agencies  affected  by  sudden  and  substantial 
increases  in  enrollment^  as  the  result  of  Federal  activities  (section 

4} ;  and  '        %  ,  *  '  v     *  , 

(4)  paymentlT\ to  other  Federal  agencies  for  the  operation  of  schools- 

*  for  dependehtSyOf  Federal  employees  in  places  where  State  and  local 
revenues  could  not  £e„used  for  their  education  or  where  there  were  no 
local  educational  agencies  to  provide  suitable  education-*,  for  them — 
these  were  usually  schools  on  military  bases  (section  6}* 

\  I 

The  other  sections  of  the  law  declared  congressional  policy  (section  1)/f 
provided  for  applications 1  and  .methods  of  making  payments   (section  5), 
and  set  out 'administrative  provisions  and  definitionsi     *  {  ;*' 

The  most  important  section  of  the  law,  for  the  purposes  of  this  study, 
was  section  3,  in  that  payments  under  that  section  were  made  to  the 
greatest  number  of  local  educational  agencies,  in  the  largest  amountsT 
Under  section  3,  a  very  simple  formula  was  used  to  determine  the  amounts 
to  which  lodal  educational  agencies  were* entitled.  It  contained  three 
faptors:  the  nutaber  of  federally-connected  children,  the  local  contribu- 
tion rate  (LCR) ,  a"nd  minimum  eligibility  requirements. 

Federally-Connected  Children*  The  number  of  federally-connected  chil-- 
dren  to  be  counted  for  determining  the  amount  of  the  entitlement  of 
a  local  educational  agency  was  all  of  .the  children  in  attendance  at  its 
schools  who  both  lived  on  Federal  property  arid  -lived  with  a  parent  who 
was  employed  on  Federal  property  (this  determination  "was  made  under 
section  3(a)  and,  therefore/  these  children  were,  called  "A*  childrefr), 
plus  the  number  of  those  children  who  either  lived  on  Federal  property 
or  ,lived  with  a  parent  employed  on  Federal  property  (this  determination 
was  made  under  section  3(b)  and,  therefore,  "B*  children},  This  factor 
was   necessarily  controlled  by  the  definition  of   "Federal  property.* 

Local  Contribution  Rate.  .  Under  this  formula,  the  number  of  federally- 
connected  children  was  to  be-multiplied  by  the  appropriate  local  contri- 
bution rate  (I£R}  (or  50  percent  thereof,  in  the  case  of  "B"  children) 
for  the  particular  local  Educational  agency.  The  amount  of  the  LCR  for 
a  local  educational  agency  was  to  be  a  determination  of  the  cost  per 
pupil  which  would  have  been  paid  from  local  revenues  had  these  revenues 
not  been  reduced  by  Federal  activities  or  which,  would  have  been  availa- 
ble if  local  taxes  had  been  paid  to  support  the  education  of  federally- 
connected  children.     The  determinations  of  these  amounts  were  found  to 
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be.  almost  impossible  to  compute  and,  even  if^Dmputed,  were  'at  best 
theoretical*  Thus  the^lay  looks  to  comparabl/ school  districts  for  a 
guide  as  to  what  local  revenues  would  have  been^for'  federally-connected 
children.  III  order  to  determine  the  LCR  for  the ,  federally-affected 
local  educational  agency,  'O&er  local  educational  agencies  which  are  not 
federally-affected  are  examined.  The  per-pupil  expenditure  from  local 
sources  of  thos,e  local  educational  agencies,  which  are  comparable  with 
affected  local  ^educational  agencies,  then  becomes  the  dollar  amount 
of  the  LCR  used  in  the  computation.         *•  ' 

Eligibility,  Originally,  no  local  educational  agency  could  receive  an 
Impact  Aid  payment   unless  the  number  of   federally-connected  children 

.  determined  for  that  local '  educational  agency  was  at  least  ten  and,  in 
most  cases,  that  number  constituted  at  least  three  percent  of  the 
enrbllment  at  the  schools  of  the  local  educational  agency*  In  the  eases 
of  local  educational  agencies  in  which  the  enrollment  exceeded  35,000, 
the  number  of  federally-connected  children  had  to  be  atr  least  six 
percent,  in  y&fch  cases  the  local  educational*  agencies*  received  payments 

^only  with  respect  to  the  number  of  federally-connected  children  in 
excess  of  three  percent, of  their  enrollment, 

Deductions.  In  addition  to  these  three  factors,  amounts  received  by 
local'  educational  agencies  were  reduced  by  deductions  equal  to  taxes  and 

-:-  other  Federal  payments  fjrom  other  agencies  received  by"  the  local  educa- 

-  tional  agency. 

Definitions.  Two  definitions  in  the  law  affected  the  number  of  children 
which  could  be  counted  as  being  federally-connected: 

(1)  the  definition  of  "child11  excluded  any  child  who  was  a  member  or 
dependent  of  a  member  of  an  Indian  tribe  or  organization  recognized 
by  the  Federal  Government-  if  fchat  child  was  eligible  for  educational 
s§svices  through  the  Bureau  of'lndian  Affair^,  and 

(2)  the  definition  of  "Federal  property"  wag  confined  to  that  ^which 
was  actually  owned*  by  the  Federal  Government  and  not  used  for  the 
•benefit  of  the  local  area. 

3)  The  Expansion  of ■ the  Program  Prior  to  1974 

In  spite  of  Repeated  efforts  on  the  part  of  each  administration  in 
contrgl  of  theu  Executive  Branch  to  reduce,  or  prevent  growth  in,  the 
Impact  Aid  Program,  the  Congress,  over  thke  period  of  twenty  years, 
amended^  Public  Law  874  many  times  with  the  effect  of  expanding  both  the 
number  df  local  educational  agencies  receiving  impact  Aid  payments  ,and 
the  amounts  of  those  payments, 

Bach  of  the  factors  which  determined  participation  in  the  program  and 
the  amounts  of  payments  was  altered  in  favor  of  expansion; 

j 

(1)   the  number  of  federally-connected  children  was  increased  by 
expanding  the  definition  of  "Federal  property"  and  "chijLd?" 


«    4  . 
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(2)  the  method  of  computing  XCR  was  modified  by  creating  rainimums 
based  on  State  and  national  average  per-pupil  expemKrttires  as  alterna- 
tives to  tHe  comparable  %chool  district  method? 

i 

i 

(3)  eligibility  requirements  were  lowered  with  the  result  that  larger 
local  educaticpal  agencies  having  lessTieavily  impacted  school  dis- 
tricts were  made  eligible;  and     *  ~ 

\  _  -  ^—^} 

(4)  deductions  for  taxes  and  other  Federal  payment^  to  local  educa- 
tional agencies  were  discontinued, 

Prior  to  1974,  the  Congress  ^enaci^d  25  laws  which  amended  Public  Law 
874  effecting  these  changes.    The  major  expansion  took  place  as  follows?1 

The  Number  of  Federally-Connected  Children 

(1)  Whereas  children  of  military  personnel  originally  were  counted 
only1 if  **he  military  parent  was  actually  employed  on  Federal  property, 
amendments  im  1953  and  1956  permitted  these  children  ta.be  courfted  by 
reason  of  .their  parents f  being  in  the  uniformed  services  without 
regard  for  the  ownership  of  the  property  on  which  they  were  serving. 

.  (2)  Whereas  originally  Indian  children  served  by,  the  Bureaf  of  Indian 
Affairs  were  exclude^  from  the  count,   amendments  in  195JT  permitted 
^    those  children  to  be  counted*  , 

(3)   Whereas  originally  public  housing  ^proper  ty  was'  excluded,  amend-* 
ments  in   1970  expressly  included  low-rent  public  housing  within  the 
definition  of  "Federal  property,"  " 

Local  CfrntributiohaEate.  In  1953,  the  law  wag  amended  to  set.  a  minimum 
LCR  equal  to  one-half  of  the  State  average  per*pupil  expenditure  without 
regard  as  to  whether  those  expenditures  were  from  local  revenues.  In 
1965,  a  second  minimum  LCR  equal  to  one-half  of  the  national  average  " 
per-pupil  expenditure  was  established.  In  addition,  the  law  has  been 
changed  a  number  pf  times  regarding  the  method  by  s*which  comparable 
'districts  were  to  be  determined. 

* 

Eligibility  Requirements,  Whereas  ther  original  law  required  local  * 
educational  agencies  with  enrollments  in  excess  of  35,000  to  meet  a  six 
percent  eligibility  requirement, -  an  amendment  in  1965  set  a  uniform 
three  percent  requirement  for  all  locat  educational  agencies,  atjd  an 
amendment  in  1966  provided  that,  if  a  local  educational  agency  had  400 
federally-connected  children,  it  was  eligible  for  payments  without  re- 
gard for  ^ie  percentage  that  number  constituted  ot  the  total  enrollment 
of  the  local  educational  agency* 

Deductions  for  Other  Federal  Payments.  Whereas  the  original  law  recog- 
nized that  some  local  *  educational  agencies  were  being  compensated  for 
t^x  losses  through  payments  from  other  department  for  such  activities 
as  grazing  lands  and  forest  lands  and  requited  that  the  amounts  of  such  ^ 
compensation  be  deducted  from  the  Impact  Aid- payments,  an  amendment  in 
1967  discontinued  such  deductions. 
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During  the  period  between  the  enactment  of  Public  Law  874,  through  the 
revision  of  1974,  and  up  to  fiscal  year  .1979,  the  -history  of  the  aggre- 
gate of  the  amounts  to  -which  all  local  educational  agencies  were  enti- 
tled and  appropriations  to  make,  payments  to  satisfy  those  entitlements 
is  as  follows: 


/ 


HISTORY  OF  874  FUNDING 


*  *3UuX 

Year 

*- 

meiigiDie* 
Applicants 

Eligible* 
Applicants 

Net 
Entitlement 

Amount 
Appropriated 

1979a 

1 17 

4,292 

807,182,816 

768,882,539 

1978 

A  4£H 

92 

4,368 

733,802,560 

759,165,867 

1977 

4  479 

1  J  2 

4,34JJ 

745,702,360 

..768,000,000 

197  6 

31 

^  4,349 

709,790,604 

715,000,000 

1975 

ID/ 

4,301 

61 1 ,192,871 

636,016,000 

*    A    544  '  . 

1  ax. 

4,359 

563,987,539 

574,416,000 

1973 

A  797 

1  53 

4,574 

580,727,774 

635,495,000 

1972 

A  78Q 

1  OO 

*  4,603 

584,470,028 

592,580,000 

1971 

4  fl94 

1 96 

4,628 

529,531,042, 

536,068,000 

1970 

/L  7QQ 

1  ^ft 

1  .39 

4,659 

504,388,007 

507,646,288 

1969 

4  864 

^4fi 

4,344 

501 ,202,458": 

505,900,000 

*1968 

0 

4,236 

480,000,602 

486,355,000 

1967 

4  475  \ 

vi  9*7 
4^5  / 

4,048 

413,448^657 

416,200,000 

1966 

1     4,348  \ 

312 

4,036 

369,151,191 

fifin  nnn 
«3oO  ,UUU  ,UUU 

1965 

•  4,176.  ■ 

129* 

;■  4,047 

319,244,712 

332,000,000 

1964 

4,182 

130 

4, .052  - 

292,690,225 

32Q, 670, 000 

1963 

4,270 

160 

4,110* 

264,363,373 

282,322,000 

1962 

4,159 

154  . 

L  4,005 

238,675,168 

247,000,000  1 

1961 

4,079 

153 

3,92fi  j 

^208,262,362 

217,300,000 

1960 

3,963 

166 

3,797 

184,825,548  f 

186,300,000 

1959 

3,963 

206  • 

3,757 

156,847,056  | 

157,362,000 

1958 

3,518 

175 

3,343 

122,379,504  j 

127,000,000  j 

.  1957 

3,528 

207 

3,321 

111,314,914  1 

113,050,000 

1956 

3,018 

193 

/  2*825 

85,671,844 

90,000,000 

195S 

2,832 

149 

2-,  683 

75,276,843g 

75,000,000 

1954 

2,673  "» 

'  H9.  * 

2,524 

'  71*860,097  I 

72,350,000 

1953 

2,361 

149 

2,212 

57,696,592 

60,500,000 

1952 

1,891 

128 

1,763 

47,814,282t 

51,570,000  r 

1951  1 

1,298  - 

^126 

1,172    '    I  29,686,018*' 

29,080,788. 

a 

b 
c 

a 

e 


g 


Applicants  under  sections  2,  3,  and  4. 

Data  for  fiscal  year  1979  is  estimated. 
Payments  prorated  at  75  percent  for  fiscal  year  1970. 
Payments  prorated  at  91.7  percent  far  fiscal  year  1969. 
Payments  prorated  at  98  percent  for  fiscal  year  1968.,' 
$486,355,000  is  the  amount  allotted  of  the  $507/165,000 
appropriated  by  the  Congress, 

payments  prorated  at  98,7  percent  for  fiscal  year.  1967, 
Payments  prorated  at  99,5  percent  for  fiscal  year  1955^ 
Payments  prorated  at  96  percent  for  fiscal  year  1951.' 

-i  • 
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4}  Appropriations- for  the.  Period  1951-1974 

Pfibr  to  fiscal  year  1969,  .the  appropriations  for  making  payments  to 
local  educational  agencies  under  Public  Law  874  were,  with  the  excep- 
tions qf'  fiscal  years  1965  and  1967,  sufficient  to  satisfy  fully  the 
entitlements  created  under  the  'law.  That  being3  the  case,  the  provisions 
of  section  5(c)  of  the  law,  vtffich  made  allowance  for  the  eventuality  of 
insufficient  appropriations,  were  of  minor  importance.  Section  5(£) 
provided  that,  if  appropriations  were  insufficient  to  satisfy  fully  all 
entitlements  for  any  fiscal  year,  the  amount  pai^  on  each  entitlement 
that  year  was  to  be  reduced  in  proportion  to  the  amount  of  the  insuf- 
ficiency*  ,  -  * 

Beginning  with  fiscal  ye'ar  T969,  /appropriations  daze  consistently  and 
substantially  insufficient  to  satisfy  entitlements/  This  was  the  period 
when  the  authorizing  law  was  expanded  by  lowering  eligibility  require- 
ments, increasing  the  LCR,  and  including  ^low-rent  public  housing  as 
Federal  property.    r  *  ^ 

j 

r  • 

The  insufficiency  was  $56.1  million  in  fiscal  1969^i*?W5.2  million  in 
1970,  $399.2  million  in  1371,  $432.4  million  in  1972,  and  $389.5  million 
in  1973*  The  full  effect  of  these  insufficiencies  was  minimized .  by 
excluding  'payments  for  entitlements^  based  on  children  from  low-rent 
'public  housing.-^ Even  so,  the^-ifrsuff  iciencies  were  great /enough  tfeat 
the  ratable  reduction  Xanfc^yage  of  section  5{c3  came,  into^play. 

In  the  case  of  local  educational,  agencies  for  which  Impact  Kid*  paymetts 
were  a  relatively  small  percentage  oi  their  budgeted  current  expendi- 
tures, £hese  reductions-  did  not  cause  major  disruptions  in  their  school 
operations.  ItVas  different  for  local  educational  agencies  which  were  I 
dependent;  upon  Impact  Aid  payments*  Heavily  impacted  school  districts 
were  threatened  with  serious  disruptions—even  school  closings.  These  ' 
disruptions  in  school  operations  became  a  source' of  real  concern*  . 

 ,    ,        „  I  j 

V     In  1970,  Public  Law  91-230  amended  Public  Law  874  to  include  low-  jj 
rent  public  .bousing.     Section  203(b)   of  Public  Law  31-230  amended  » 
the  definition  of  "Federal  property"  to  include  real  property  which 
is  part  of  a  low-rent  housing  project  assisted  by  the  Federal 
Government.     Section  "203(c)  (4)  ,of  that  law  amended  section  5(c)  of 

M  Public  Law  874  {relating  to  adjustments  necessitated  by  insufficient 
appropriations)  to  provide  that  entitlements  based  on  children 
coruraated  with  low-rent  public  housing  property  were  not  *  to.  be 
funded  unless  appropriations  for  the  program  were  sufficient  *to  fund 
all  other  entitlements  first  or  unless  there  were  an  .appropriation 
specifically  for  the  purpose  of  funding  the  low-rent  public  housing 
entitlements*  Under  neither  piLOvision^was^  funding  made  .available.  . 
In   1974,   Action   5(c)    of   Public  Law  874  was  revised  by  sectian 

-  305(a)(2)    of  public  *Law   93-380.'    As  "so   revised,   public  housing 
entitlements 'were  to  6e  funded  at  minimal  levels. 


The  Congress^  had  a  choice:  'either  to  appropriate  sufficient  funds  to 
satisfy  more*  nearly  the  entitlements  of  all  local  educational  agencies 
or  to  make  some  Hind  of  special  provision  for  heavily  impacted  school 
districts.  The  latter  choice  was  taken  and  emergency  legislation  was 
-enacted  in  1969,  which  gave  local  educational  agencies  having  an  enroll- 
ment of  at  least  25  percent  "A*  children  payments  equal  to  their  full 
entitlements.  These  local  educational  agencies  were,  as  a  cdnsequence, 
recognized  thereafter  as  a  special  category  of  school  district  and 
palled,  .informally,  "Super  A'i."  Subsequent  appropriations  acWf  in 
recognition  of  the  special  needs  o£  "Super  A*  districts,  contained 
special  "language  giving  them  full  funding.  In  addition,  those  acts 
provided  that  entitlements  based  op  *A*  children*  in  other  ^school  dlsr- 
tricts  would  be  paid  at  the  rate  of  90  percent  and  entitlements  based 
on  *B"  children  would  be  paid  at  lesser  percentages,  dependent  upon 
estimates  as  to  Jiow  much  of  the- *B*  entitlements  could  be  covered  by  the 
appropriation.  At  the'  same  time,  the  ratable  reduction  language  in 
section^ $4pV  of  the  authorizing  law  remained  unchanged. 

•r  , 

By  1974,  the  method  of  making  payments  controlled . by  the  appropriations 
acts  bore  no  resemblance  to  that  for  which  provision  was  made  in  the 
authorizing  legislation,  creating jurisdictional  conflict  between  the 
congressional  committees  responsible  for  the  authorizing  legislation  and 
the  committees  on  appropriations.  This  issue  was  one  of  several  ad- 
dressed in  the^ 1974  revision  of  section  5  of  Public  Law  874* 

5)  Earlier  Studies  of  Impact  Aid 

Isjpact  Aid  has  been  the  subject  of  much  controversy  sinpe  i%s  begin- 
ning. The  Eisenhower,  Kennedy,  Johnson,  Nixon,  Ford,  and  'Carter  Admin- 
istrations each  rec^imtended  major  reductions  in  the  program,  while  the 
Congress  has  consistently  expanded  it.  * 

The  major  proposals  advanced  by  the  Executive  Branch  since  1960  can  be 
summarized  as  follows: 

In  1961 

(1)  To  reduce  LCR  for   *B*  children  from  50 ' percent  to  25  percent. 

(2)  To  raise  eligibility  requirements  for  *Ba  children  to  six  percent. 

(3)  To  eliminate  the  alternate  minimums  for  LCR. 

In  1966  ' 

i 

(1)  To  require  all  school  districts  to  *absorb*  the  first  three- 
percent  of   the  federally-connected  childrea  {that  is,   to  make  pay- 
ments only  on  the  b^sis  of  the'  number  of  federally-connected  children 
in  excess  of  three  percent  of  their  enrollment). 

(2)  To  eliminate  the  alternate  minimbms  for  LfcR.     ,  , 

(3)  Tof  eliminate  from  the  definition  of  "Federal  property"  any 
property  leased  from  the  Federal  Government.  1 


i. 


•  In  1969 

To  amend  section  5(c)  (method  of  making  payraeSts)  by  authorizing 
payments  for   "A"  children  before  making  payments  for   "B"  children. 

*  '  *  v 
In  1970      .  «  *  '  • 

*»  * 

(T)  To  reduce  LCR  for  "B"  children  jto  40  percertt  if  their  parents 
worked  in  the  same  county  as  that  in  which  th'^  school  district  was 
located  and  20  percent  for  other  "B"  children,  fe 

(2)  To  require' a  three  percent  absorption,  [ 

(3)  To  reduce  payments  for  wealthy  school  districts. 

(4)  To  deduct  Federal  in-lieu  of  taxes  payments  from  Impact  Aid 
- ,  payments. 

The  reasons  for  the  divergence*  in  policy  tos*aifas-*mpat:t  AiJd  between  the 
two  branches  of  the  Government  *  probably  involved  disagreement  in  the 
manner  in  which  Federal  funds  ought  to  be  allocated  among  Federal 
activities  and  the  method  of  applying  for  tjiose  funds  a$d  the  approval 
of  applications.  *  */ 

In  general,  the  budgeting  process  used  by  the  Executive  Branch  places  a 
low  (or  even>  negative)  priority  on  the  use  of  Federal  funds  for  the- 
maintenance  and  operations  of  agencies  and  institutions  which  are  under 
the  control  of  non-Federal  governments,  In  addition,  the  Executive 
Branch  generally  hap  a  policy  in  favor  of  application . procedures 
through  which  applicants  compete  for  limited  resources,  under  the 
theory  that  competition, improves  applications  and,  the  programs  operated 
under  those  applications, 

The  Congress  tends  to  find  non-competitive^ grants  of  "no-strings*  money 
attractive  because  they  are  popular  at  the  lod^l  level  and  cause  fewer 
irritations  with  "red  tape."  Under  the  Impact  Aid  Program,  local 
educational  agencies  count  the  number  of  federally-connected  children, 
determine  the  local  contribution  rate,' calculate  the  amount  of  their' 
payment,  and  apply  Erectly  to  the  Secretary  of  Education.  If  they  are 
.eligible,  they  receiVe~the  funds  which  are  placed  in  the  school  budget' 
and  expended  in  the  sam£  manner  vas  their  local  funds  ate  spent.  This 
simple  procedure  is  moite  nearly  consistent  with  congressional  policies 
than  with  those  of  the  Executive 'Branch, 

The  current  review  of  the  Impact  Aid  Program  is  the  third  study  of  the 
program  mandated  by*  Congress,  These  studies,  have,  in  each  instance, 
been  the  result  of  4^tions  arising  out  of  the  .longstanding  disagree- 
ment between  the  two'Hranches  of  the  Government.  The  two?  previous 
studies  were  Conducted  finder  contracts  between  the  Office  of  Education, 
and  private  research  organizations — the  "Stanford  Research  Institute 
(gRI)  and  the  Battelle  Memorial  Instate. 


The  first  study  #as  the  result  of  a  requirement  iacluded  *in  Public  Law 
88-665   tenanted  October  16,1964)  which  required  that  the  Commissioner* 
of  Education  %  June  30,   1965,  a  report  on.' the  operation  of 

Public  Laws'815  ^Tnd  8*74,  together  with  recommendations  as  to  the  -extent 
to  wl\ich  boti±  laWs  should  be  amended  at  the  time  the  Impact  Aid  Program 
-  was  next  to  be  extended  (1966).  The  Commissioner  contracted  with  SRI 
for  this  study.  This  study* was  completed,  and  a  report  was  submitted  to 
Congress,.  The  recommendations  formed  the  basis  for  some  of  the  legis- 
lative proposals  sent  to  the  Congress  by  the  Johnson  Administration  in 
1966.    For  the  most  part  those  proposals  were  rejected  by  the  Congress^ 

In  1968,  the  Office  of  Eduction  sought  and  received  an  appropriation 
for  another  study  which  was  conducted  by  the  Battelle  Memorial  Institute 
in  1969.     The  legislative  proposals  submitted  to  the  Congress  in  1970 
were,   in  part,  based  on  recommendations  included  in  the  Battelle 
report.  .  *  t  * 

v 

Although  no  action*  was  taken  on  the  Battelle  recommendations  or  on  the 
bill  submitted  to  the  Congress  by  the  Nixon  Administration ,. some 
aspects  of  the  1974  revisions  of  sectiqn\  3  of  Public  Law  874  have  a 
vague  resemblance ' to,  sSrae  of  the^Battelle* recommendations. 

6)t  The  1974*  Amendments 

In  1973,  when  the  Congress  began  to  consider  legislation  which  became 
law  as  the  Education  Amendments  of  1974,  conflict  existed  between  the 
Legislative  Branch  and  the  Executive;  Branch.  In  the  field  of  educa- 
tion, this  conflict  had^begun  as  early  as  1966.  As  a  result,  members  of 
Congress  having  responsibilty  foe  education  legislation  had  considera- 
ble experience  in  finding  the  means  of  forcing  the  Office  of  Education 
to  carry  out  congressional  wishes  in  spite  of ^Administration  policy  to 
the  contrary.  This  was  done  rby  legislating  internal  organization  down 
to  position  descriptions;  legislating  mandatory  budget  requests;  re- 
moving all  discretion  from  the  authority  of  administrators;  legislating 
affirmative  policy  backed  iip  with  negatives  and,  in  the  alternative, 
penalties;  and  wrapping  anti-Executive  policies  in  mammoth  bills  in 
which^they  were  difficult  to  find  and  which  were' designed  to  command 
two-thirds  majorities^-in  case  there  was  a  veto. 

The  1974  revision  of  Public  Law  874  was  developed  in  that  atradsphere 
and  was  a  central  part  of  a  major  education  bill  which  was^facing 
veto.  m  Because  other  parts  of  the  bill  were  considered  by  some  to  be 
unfavorable  to  large  cities,  it  was  necessary  to  balance  the  bill  by 
finding  a  means  of  insuring  that  the  entitlements  in  Public  Law  874 
based  on  children  from  low-rent  public  housing ^were  funded  in  the  same 
manner  as  the  other  Impact  Aid  entitlements. 

v  m 

At  the  same  time,  long  years  of  attacks  on  the  Impact  Aid  Program  had 
convinced  some  members  of  'Congress  that  some  reform  of  the  program  >*as 
necessary — reform  which  would  cut  down  the- cost  of  the  program.  'In 
addition  the  jurisdictional  conflict  on  the  method  of  making  payments 
under  section  5(c)  of  Public  Law  874  and  the,  policy  question  regarding 


-  1 
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State  aid  equalization  Concentrated  enough  difficult  issues  on  Impact 
*     Aid  to  require  a  revision  of  sections  f^and  5  of  the  law. 

*  «   **  • 

*  • 

Those  who  opposed  Impact  Aid  most  often  attacked  the  program  because  it 
.authorized,  payments  to  local  educational  agencies  having  wealthy  school 
districts/.  Invariably  ttf&  examples  used  were  the  school  districts 
around  Washingtop,  D.C.  For  this  reason,  the  congressional  leaders 
favoring  reform  wanted  to  "do  something1*  about  the  Washington  suburbs, 

,  1  The  reform  which   was  adopted  may  be  described  best   in  terras  of  the 

.polttical   objectives    sought   to   be   achieved:  '  cost   reduction,  funding 
tf-*T&W»*ehfc  public  housing  entitlements,   and  jurisdictional  control  over 
^  the  method  of  making  payments.     In*  addition,  special  consider  at  ioo.jfas  • 

-     given  to  t£e  treatment  of  Indian  children.  - —  *  i 

"Cost  Reduction.      The  .cost   reduction   in  the  -program  was   accomplished  - 
by  revising  sections  J  (a)  and~3(b)  to  create  subcategories . for  describ-  e 
ing  thg  types  of  Federal  connection -of  children  who  wer$  to  be  counted 
for   the  purpose  of  computing  ^Jhe^amounts  to  which   local  educational 
sfe'rfH£-,    agencies  Were  to  be  entitled.     These  subcategories  were  .then  tied 
>  individually  to  a  specific  percentage  of  the  LCR  under  section,  3(d), 
which  percentage  was   intended  to  reflect  an  agfroxiraation  of  Federal 
•  burden  borne  by  the  loc%r  educational  ^gency  educating  federally;- 

W        connected  children.       "  *  , 

- "    -         •  -      •       ,  '  *  •  v  .  -  toy 

Whereas,  un<?eif  the  previous  law  all  children  who  lived  on^Fedei 
,  property  with   $  parent   employed  on  Federal^property  were  clasMfi 
together,  with  the  entitlement  computed  on  the  basis  of  100  percent^ 
LCR,    the    revised    law  created   three   subcategories   with  entitlerae* 
.computed  as  follows:  '  - 

„  .  *        >  &     -  , 

(1)  Children  who  live  $n  Federal  property  £nd  have  •  a  military  parent 
form   the   basis   of   an  entitlement  computed  at   100"  percent  of  .  LCR. 

(2)  ClUldr^ji  who  live  on  Federal  prop^jty  with  a  parent  employed  on 
FederaT  property  located  in  the  same  county  as  that  in  which  the  locLl 
educational  agency  is  located  form  the  basis  of  an  entitlement  comput- 
ed at  90  percent  of  LCR.  "  *  « 

(3)  Children  who  live  or*  Federal  property  with,  a  parent  employed  pn 
Federal  property  located  in  another  county  (bull in  the  same  State)'  as 
th^  in  wh^ch.  they  local  educational  agericy  is  located  form  the  basis  \ 
of  an  entitlement  computed  at  90j^rcent  of  LCR.  *^ 

Aldo,  local  educational  agencies  with  "Super  A*  districts  were  given 
special  recognition  by  providing  that  100  percent  of  LCR  would  be  used 
for^  computing  the  entitlement  for  ajLJ.  *A*  children  ip  *th$ir  schools^ 


Whereaa^g under  previous  law  all  children  who  either  lived  on,  or 'lived 
with  afai;ent  employed  on,  Federal  prbperty  were  classified  together, 
*•  jfith  the  entitlement  computed  on  the  basis  of  50  percent  of  LCR,  the 
revised  law  created  four,  subcategories  with  entitlements  computed  as 
follows:  C 


i 


(1)  Children  with  raili'tary  parents  form  the  fc>asis  of  an  entitlement 
corapQted  at  50  percent  of  LCR.-  u 

(2)  Children  who  live  oi>  Federal  property  form  the  basis  of  an  enti- 
tlement computed  at  45  percent  of  LCR.    Cy  %  

—  p  ^ 

(3)  Children  who  live  with  a  parent  employed  on  Federal' property  in 
the  same  county  as  thaj  in  which  the  local  educational  agency  is 
located  form  'the  basis  of*  an  entitlement  computed  at  45  percent  of 
LCR,  } 

(4)  Children  who  live  with  a*,  parent  employed  on  Federal  property  in 
another  county  (but  in  the_same  State)  as  the  local  educational  agency, 
form  the  basis  of  an  entitlement  computed  at"  40  percent  of  LCR. 

In  addition  to  the  reductions  in  percentage  of  LCR  used  in  computing 
the  amounts  of  entitlements  noted  above,  the  revision  excluded  from  the 
count  any  children  whose  parents  -were  employed  on  Federal  property 
located  in  a  State  other  than  that  in  which  the  local  educational  agency 
was  located4. 

. Jurisdiction  Over  Method  of  Making  Payments.  Section  5(c)  of  Public  Law 
874  was  revised  by  initiating  a  new  approach  to  making  payments  when 
appropriations  are  insufficient  to  satisfy  all  entitlements.  The  new 
approach  was  designed  to  limit  the  discretion  which  could  be  exercised 
in  the  budgeting  and  appropriations  process  in  determining  *  the  amounts 
to  be  applied  toward  partially  satisfying  entitlements.  This  new 
approach   required   that  ,  payments   be^  made   in   three   steps   or*  "tierk": 

In  Tier  I,  a  uniform  25  percent  of  all  entitlements  were  to  be  paid. 
In  Tier  II,  varying  percentages  of  entitlements  were  to  be  paid,  in 
addition  to  th£  ^mounts  paid  under  Tier  I#  These  percentages  ranged 
from  75  percent  in  the  case  of  "Super  A*  districts  down  to  28  percent 
tri  the  case  of  entitlements  based  on  "out-of-county*  "B*  children. 
Entitlements  Jased  on  children  from  low-rent  public  housing  were 
excluded  frc|p  payments  under  Tier  II.  No  payments  could  be  m  made 
under  JJ/eiygll  unless  all  payments  under  Tiet^  I  were  made;  and  no 
payments_^jptld  be  made  under  =  Tier  II  unless  all  payments  were  paid 
under  MFii, 

js~  \ 
*  in  Tier  III,  any  funds  remaining  were  to  be  p&id  in  partial  satisfac- 
tion  of   unsatisf  ied^entitlements  *  in  proportion  to  the  extent  that 
they  Vere  unsatisfied  at  the  completion  of  payments  unde*  Tier  II. 

This  rigid  system  of  payments  made  almost  mandatory^approggiations  at  a* 
level  necessary  to  fund  Tier  II.  _  8 

n  order  to  protect  against  infpoundments,  the  language  of  section  5  was 
drawn' in  Such  a  manner  as  to  be  enforced  by  the  anti-impoundment 
provisions  in  the  General  Education  Provisions  Act  which,  by  "that  time, 
were  known  to  be  enforceable  in  the  court©. 

*  s      *  * 

Low-Rent  Public  Housing.  The  1970  amendments  to  Public  Law  874  which 
added^  low-rent  public  housing  property\to  the  definition  of  "Federal 
property*  also  included  provision  wMcff^istinguished  low-rent  public 


housing  entitlements  from  other  entitlements  and  required  an  earmarked 
appropriating  for  making  payment  on  them.  Through  1974f  no  appropria- 
tions had  been  made  available  for  low-rent  public  housing. 

The  1974  revision  of  section  5{c)  removed  that  distinction,  thereby 
requiring  that  low-rent  public  housing  entitlements-  benKlnded  at  least 
at  the  Tier  I  level,  •  Low-rent  public  housing  was  excluded  in  Tier  II , 
but  the  effect  of  that  exclusion  was, to  double  Ibw-rent  public  housing 
allocations  in  Tier-IIIV  (Under* Tier  ni  low-rent  public  housing 
payments  amounted  to  about  45  percent  of  any>-money  paid  out  under  Tier 
IIIf  making  Tier  III  funding  very  attractive  to  the  large  cities.) 
Funds  paid  for  low-rent  public  housing  entitlements  were  required  to  be 
spent  on  projects  designed  to  meet  the  educational  needs  of  educational- 
ly deprived  children  from  low-income  families — a  limitation  on  the  use 
*  of  funds  for  which  there  was  no  precedent  in  Public  Law  874.  (This 
requirement  was  deleted  in  1978.)  *  * 

^Cgeatfaent  qf  Indian  Children*  Although  previous  law  had,  since  1958, 
incltided^ndian  children  in  the  Impact  Aid. Program,  they  were  treated  in 
the  same  manner  as  all  other  federally-connected  children — even, though 
they  had  characteristics  which  were4  unique.  They  were  generally  "B" 
children  because  of  their  place  of  residence  on  reservations;  and  there 
was  most  often  no  place  of  noir-Federal,  employment  because  their  parents' 
livelihood^as  from  farming,  grazing,  or  otherwise  working  on  reserva-  J 
tions.  Verytlttle  school  revenue  could  be  raised  to  support  the  cost 
of  their  education.  In  most  respects  the  char^terristics^  of  Indian 
children  resembledv  more  nearly  those  of  "A*  children  than  those  of  *BB 
children.        •  - 

The   reductions   in  LCR  effected  in   the  revision  of  section  3(b)  were 
found   to  be   unjustified  where   they  Were  applied   to   Indian  children.* 

For  this  reason  the  1974  revision  of  section  3(at  contained  a  provision 
which  required  that  all  children  living  on  Indian  lands  be  treated  in 
the  same  manner  as  military  "A*  children,  with  the  result  that  most 
School  districts  ,on  or  near   reservations*  became  "Super  A*  districts. 

7)  Implementation  of  the  1974  Amendments 

The  1974  revision  of  sections  3  and  5  of  Public  Law  874  was  probably 
the  most  extensive  modification  of  that  law  to  be  enacted  since  t^p 
inception  of  the  Impact  Aidv  Program.  The  creation  of  the  subcategories 
within  section  3(a)  and  3(b),  the  variable.LCR  in  section  3(d),  and  the 
complex  payments  provisions  in  section  5(c)  presented  an  already 
overloaded  staff  in  Jthe  Division  of  School  Assistance  in  Federally****. 
Affected  Areas  with  the  difficult  problem  of  revising  almost  every  form' 
and  procedure  which  had  been  used  in  the  past.  " 

*  "  ■* "  -     *  * 

Local  educational  agency,  off icial?  across  the  country  were  confused  by 
the  changes  and  uncertain^  aboift "  their  functions  under  the  new  law. 
There  were  nevT  forms  to  submit  and  school  budgets  to  put  together  under 
circumstances  in  which  past  experiences  did  not  provide  any  guidance  as 


4  '  .  -21-  <• 

to  the  amounts  of  Impact:' Aid  payments  which  would  be  available  in  the 
next  fiscal  year, 

B^s  situation  was  complicated  by  the^  f act  that  the  Administration ,  in 
its  allocation  of  persorinel  and  budgeting  process  for  fiscal  year  1976, 
Ignored  the  1974  amendments.  The  bvudget  proposal  submitted  for  that 
•  fiscal  year  was  conceptually  "the "same  as  that  which  had  been>  submitted 
the  previous  year,  making  no  acknowledgment  of  the  changes  in  the  law. 

Appropriations  were  a  problem/  Even  though  the  total  of  the  entitle- 
ments had  been,  reduced  itf  the  reform  {by  approximately  $100  million 
from  what  they  would  have  been  without  the  reform),  the  mandatory 
funding  level  under  *  the,  new  tier 'system  was  to  require  approximately 
$200  million  more  than  appropriations  o'f  the  previous  year.  ^Cost 
estimates  .from  the  Administration  were  found  to  be  so  unreliable 
that  tftose  of  the  Library  of  Congress  had  to  be  used. 

i  * 
Even  though  the  appropriations  to  fund  Tier  II  were  enacted,  the 
appropriations  committees  were  known  to  be  -unhappy  about  the  strait 
jacket  into  which  they  had  been  thrust.  .Some  raefcbers  of  -  those  commit- 
"  tees  were  very  unhappy  that  they  .were  forced  to  fund  low-rent^public 
housing  entitlements  for  the  first  time^  in  a  year  during  iwhich  they 
had  hoped  to  fund*  no  new  programs^  -  "The  natural  tension  whicfi  would 
arise  from  th£§-_situation  develop^  and  increased  in  the  appropriations 
process  during  the  next  two  years.  , 

L  ^  '  '  ■  *  ■ 

8}  The  1978\Amendments 

In  1977  and  1978,'dur^g  the  time  when  the  legislation  which  became  the 
Education  Amendments  of  1978  was  being,  developed,  there  was  a  reaction 
against  the  mandatory  funding  requirements  in  the  tier  system.  This 
issue  came  to  a  head  on  the  Senate  floor  when  the  feducation  bill  was 
being  considered.  s  \t 

The  Chairman  of  tjie  Senate  Committee  on  Appropriations  and  some  of  fthe 
members  of  the  Senate  Budget  Committee  succeeded  in  amending  the  Senate 
bill  with  a  view*  toward  eliminating  the  mandatory  nature  of  the  tier 
system.  Part  <of  those  amendments  was  the  section  which  created  the 
Commission  on  the  Review  of  the  Federal  ImpacJt  Aid  Program. 

The  final  result  of  these  amendments  was  a  35  percent  reduction  in  the 
amounts  to  be  paid  under  Tier  II  and  the  creation  of  a  corresponding 
payment  authority  which  .would  allow  appropriations*  legislation  flexi- 
bility in  determining  the  amounts  to  be  appropriated.  , 

The  Education  Amendments  of  1978  also  created  furither  distinctions  in 
favor  of  "Super  A*  districts  which  lowered  the  eligibility  for-  "Super 
A*  status  from  25  percent  "A*  children  to  20  percent  and  provided  for 
funding  military  mBm  children  entitlements  in  the  same  manner  as  such*- 
districts  are  funded  |pr  "A*  chil«en  entitlements. 

i 

It  was  in*  this  context  that   the  Commission  was  oreated  under  section 
1015  of  the  Education  Amendments  of  1978. 


F.    BASIC  ELEMENTS  OF  THE  IMPACT  AID  PROGRAM 


Public  Law  874,  as  amended,  provides  financial  assistance  to  local 
educational  agencies  in  federally-affected  areas.  Title  I  of  the  Impact 
Aid  Program  includes  seven  sections.  Five  of  those  sections  authorize 
program  assistance  as  follows; 

Seption  2  erftitles  a  loca.1  educational  agency  to  a  payment  where  the 
Federal  acquisition  of *real  property  results  in  a  continuing  and  sub- 
stantial financial  burden.  .  , 

*  * 

* 

Section  3  entitles  a  local-educational  agency  to  a  payment  for  1th e  costs 
arising  from  the  T:hildten  of  parents  who  work  and  live  on  Federal 
property  and  for  the  the  costs  arising  from  the  children  of  parents  who 
,  work  £r_  live  pn  Federal  property.  t  •  * 

Sectiop  4  .entitles  a  local  educational  agency  to  a  payment  incases  of 
certain  sudden  and  substantial  increases  in  school  enrollment  due  to 
Federal  activity.  ^/ 

Section-  6  authorizes  payments  to  Federal*  or  other  agencies  on  account  erf 
children  for  whom  local  school  districts  are  unable  or  unwilling  to 
provide  a  free  public  education.' 

Section  7  authorizes  a  payment  to  a  local  educational  agency- in  the  case 
of  certain  natural  or  other  major  Sisasters. 

In  addition  to  those  five  different  authorizing  sections,  section  1 
contains  the  declaration  of  policy  for  the  Impact  Aid  Program,  and 
section  5  specifies  applications  and  payment  requirements,  including 
th<?se  affecting  the  distribution  of  available  funds  when  appropriations 
are  insufficient  -to  pay  in  fullr  entitled  amounts.  Section  5  also 
contains  provisions  regarding  the  treatment  of  Impact  Aid  payments  under 
State  laws  for  financing  public  education.  * 

Title  II,  no  longer  p^rjtu  of  Public  Law  874,  is  now  Title  I  of  the 
Elementary  and  Secondary  Education  Act  of  1965,  which  provides  assist-' 
ance  for  educationally  disadvantaged  children  of  low-income  families. 
Title  III,  created  by  part  A  of  the 'Indian  Education  Act,  assists  local 
.educational  agencies  educating  children  residing  on  Indian  lands.  Title 
IV  General   Provisions   defines   terms   used   throughout  Public   Law  874. 

SectiSn  U  The  declaration  of  policy  set  out*  in  section  1  of  pabric  Law 
874  describes,  in  general  terms,  four  -  types  of  activities  which  merit 
financial  assistance  to  loca^t  «educatign|l  agencies:  {1)  %the  acquisition 
of  real  property  by  the  United  states  resulting  in  reduction  in  the 
revenue  available  to  local  educational  agencies,  fsom  local  sources; 
(2)  the  education  of  children  whose  parents  reside  on  Federal  property; 


(3)  the  education  of  children  whose  parents  are  employed  on  Federal 
property;  and  (4)  Federal  activities*  which  -clause  a  sudden  an<3  substan- 
tial increase  in  enrollment, 

■» 

The  policy  statement  ^describes  the  design  of  the  law  under  which  local 
educational  agencies  are  compensated  for  two  types  of  burden:  (1)  re- 
moval of  * real  property,  from  the  local  tax*  rolls,  and  (2)  the*  cost  of 
educating  children  who  either  live* on  Pederal  property  or  who  are 
-connected  with  a  Pederal  activity. 

Section  2,  Local  educational  agencies  are  compensated  under  section  2 
of  Public  Law  874  fc^the  financial  burden  of,  ownership  of  property  by 
the  Pederal  Government  in  their  district  Pederal  property  is  defined 
in  the  general  provisions  of  Public  Law  874  as;  "any  real  property..', 
owned  by  the  United  States%or  leased  by  the  United  States,  and  which  is 
not  subjecc  to  taxation  by  any  State  or  by  the  District  of  Columbia. * 
That  definition  includes  property  held  in  trust  by  the  United  States  for 
.individual^ fhdians  or  Indian  tribes  and  real  property  held  by  individual 
Indians  or  Indian  tribes  which  is  subject  to  restrictions  on  alienation 
imposed  by  the  United  States.  In  addition,  low-rent  public  housing  is 
Pederal  property  for1 the  purposes  of  Impact  Aid,  as  is  any  school 
providing  flight  training  to*Air^Force  members  at  a  government-osrned 
airport  and  tax-exempt,  property  owned  ^  a  foreign  government  or  by  an 
J  international  organization.     Any  interest  in  Federal  property  binder  an 

easement,  J.ease,  license,,  permit,  or  other  arrangement  is  Federal 
property.  Improvements  of  any  nature  other  than  pipelines  or  utility 
Pines  on  Federal  property  are  included,  even  if  those  improvements  are 
taxable /by  the  State  or  locality.  Thus  it  is  the  tax-exempt  status  of 
property,  rather  than  who  owns  it,  which  triggers  . special  treatment 
under  Impact  Aid. 

Under  section  2,  a  local  educational  agency  is  entitled  to  compensation 
if  the  Secretary  determines  that  in  any  fiscal  year  ending  prior  to 
October  1  ,  1983;  V  * 

(1)  the^United  Stages  otfns  fc property  in  the  school  district  of  the 
local  educational  agency,  acquired*  after  1938; 

(a)  which  it  acquired -other  than  b^  an  exchange  for  other  Federal 
property  in  the  School  district  owned  by  the  United  States  befoi^ 
1933;  .  •  . 

%  .  (b)^  which  also  had,  at  the  time  of  %ts  acquisition,  an  assessed 
value  of  ten  percent  of  more  of  the  assessed  value  of  all  real 
property  in  the  school  district?' 

(2)  the  acquisition  placed  a  substantial  and  continued  financial 
burden  on  the  local^ educational  agency;  and  A 

0        -  -J 

(3)  the  local  educational  agency  is  not  being  substantially ^compensat- 
ed, for   the  loss   in  revenue   from  Pederal  ownership  by  increases  in 


revenue  from  Federal  activities  carried  on  with  respect /to  the  Federal 
...property.  /  r 

Applicants  under  section  2  receive  priority  when  insufficient  appropria- 
tions mast  be  allocated  among  applicant ^local  educational  agencies;  they 
are  paid  100  percent  of  their  entitlement  under  section  5(c)  of  the  law.* 

The  history  of  eligible  lofcal  educational  agencies ,  and  their  'entitle- 
ments and  payments  under  section  2,  is  as  follows: 


FISCAL, 

NO.  OF  ELIGIBLE 

NET 

YEAR 

LEA  APPLICANTS  „ 

ENTITLEMENT 

•PAVMWWP 

1979 

unavailable 

$12,065, 9J&J* 

'  $12,065,981 

i  978 

249 

11,552,393 

11,552,393 

1977 

231 

9, 807 , 997 

9,807,997 

1 976  , 

243 

11,955,080 

7,651,250 

1 975 

201 

7,616,594 

7,615,674 

<  ft  *T  Jt 

1974 

179 

7,865,267 

7,865,267 

<  ft  "7  1 

1 973 

158 

7,258,247 

,  7,258,247 

i  ft  "7^ 

1 972 

153 

6; 243, 205 

6,243,205 

197  i 

147 

3,975,868 

3,975,868 

* ATA  ' 

132'  ' 

%  "3,67^,82?-  ' 

\  ^3,673,827 

TO  8 

3,747,694-' 

3,747,694 

1  J  w  O 

Oft 

O     *%  ft  C     *5  C  < 

3,295,361 

3,295,361 

1967 

108 

.  2,691,613 

2,691,613 

1966 

99 

2,427,788 

2,427,?88 

1965 

95r 

1,699,765  - 

1,699,765 

1964 

89 

1,523,580 

1,523,580 

1963 

81 

1,486,359 

1,486,359^ 

1962 

78 

1,250,065 

1,250,065 

1961 

73 

797,165 

797,165 

1960 

57 

603,264 

603,264 

1959 

55 

556,667 

556,667 

1958 

48 

.  498,139 

498,139 

1957 

45 

357,531 

357,531 

1956 

37 

3 19",  433 

319,433 

1955 

32 

323,541 

323,541 

1954 

33 

,  259,780 

259,780 

1953 

28 

243,561 

243,561 

1952 

25 

319,844 

31S,844 

1951 

28 

222,193 

222,193 

Source:  Compiled  from  Division  of  School' Assistance  in 
Federally  Affected  Areas  (SAFA)  data. 


4. 

Section,  3.  Section  3  of  Public  Law  874  authorizes  payments  to  local 
educational  agencies  on  the  basis  of  entitlements  for  children  of 
parents  who  either  work  on  or  live  on  Federal*  property  or  both.  The 
kinds  of  connections  a  child  may  have  with  the  Federal  Government 
determine  the  burden  imposed  by  the  FeSe^l  Government  on  the  locality 
and  consequently  the  amount  of  compensation.  These  children  are  classi- 
fied under  two  broad  categories;  3(a)*,  those  living  on  Federal  property 
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with  parents  who  also  worfc  on  Federal  property  ("A*  children),  and  3(b), 
those  living  with  parents  who  either  work  or  live,  but  not  both,  on 
Federal  property  (*B*  children). 

*A*  children  have  a  double  Federal  connection — 'the  child's  parent  both 
lives  and  workg  on  Federal  property — and  the  federally-imposed  burden  is 
presumed  greater  than  that  of  children  whose  parents  live  or  work  on, 
but  not  both,  Federal  property.  For  this  reason,  loca*  educational 
agencies  are  compensated  4bre  per  child  for  *A"  childrejT  than  for  "B" 
children.  Children  are  either  military  or  non-military;  for  children  of 
parents  on  active  duty  in  the  military  services,,  local  educational 
agencies  receive  more  Federal  compensation  than  non-military  "A's.l- 
Children  -residing  on  Indian  lands  are  classified  as  military  "Afs"  for 
the  purpose  of  determining  entitlements.  Non-military  "A's*  are  further 
divided  into  two  categories}  (1)  children  whose  parents  work  on  Federal 
property  located  in  whole  or  part  in  the  same  county  in  which  the  local 
educational  agency  applying  for  Impact  Aid  is  situated  and  (2)  children 
whose  parents  work  on  Federal  property  located  in  whole  or  in  pa^t  in 
the  same  State  as  the  school  district  of  the  applicant  local  educational 
agency.  Local  educational  agencies  are  compensated  at  the  same  rate  fpr 
both  types  of  non-military  *A*  children. 

There  are  three  main  categories  of  ?B*  children:  (1)  those  living  with 
parents-  who  reside  on,  but  do  not  .work  on,  federal  property;  (2)  those 
living  with  a  parent  working,  but  not* living  on  Federal  property;  ana 
{3)  those  having  a  parent  on  active  duty  in  the  military.  Children 
residing  with  a  parent  employed  on,  but  not  living  on,  Federal  property 
are  further  divided  into  two  types:  (a)  those  with  a  parent  working  on 
Federal  property  located  in  whole  or  in  part  in  the  same  county  as  that 
in  which  the  school  district  of  the  applicant  local  educational  agen£y 
is  located  and  (b)  those  with  parents  working  on  Federal  property, 
though  not*  in*  the  same  county,  located  in  whole  or  in  part  ia  .the  State 
as  the  school  district  of  the  applicant  local  educational  agency. 

Included  in  a  count  of  *B*  children  are  those  in  average  daily  attend- 
ance for  whom  a  school  provides  a  free  public  education,  and  living  with 
a  parent  who  was,  at  any  time  during  the  three  year  period  preceding  the 
fiscal  year  of  application,  a,  refugee  meeting  the  requirements  of  .the 
Migration  and  Refugee  assistance  Act  of  1962  which  provides  assistance 
for  Cuban  refugees.  *  * 

Local  educational  agencies  are  eligible  to  receive  section  3  assistance 
if  they  enroll  at  least  400  federally-connected  children  or  have  at 
least  three  percent  of  their  enrollment  comprised  of  federally-connected 
children.  In  any  case,  a  local  educational  agency  must  have  at  least 
ten  federally-connected  children.  The  law  provides  two  exceptions  to 
the  three  percent  rule:  (1)  there  is  a  gradual  ^reduction  of  payments 
over  two  years  if  a  local  educational  agency  fails  to  meet  the  three 
percent  requirement  in  one  year,  having  been  eligible  the  preceding 
year,  and  (2)  the  Secretary  is  authorized  to  waive  the  three  percent 
requirement  if  imposing  it  would  defeat  the  purpose  of  the  Impact  Aid 
law. 


6. 
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A   special,    more    stringent    eligibility  requirement   exists   for  local 
educational  agencies  basing  entitlements  on  children  of  Cuban  refugees, 
*  Iij  thoseT  schools,  refugee  children  must  constitute,  at  least  20  percent  - 
of  the  total  number  of  children  in  average  daily  attendance. 

Section  3  contains  a  special  provision  for  local  educational , agencies  t 
with  ah  enrollment  of  which  federally-connected  children  constitute  / 
50  percent.  Those  local  educational  agencies,  frequently  referred  to 
as  *3(d)  (2}  (B) 's,*  receive  an  increased  entitlement  under  sectipn 
3(d)  (2}y[B)  if  theojHginal  entitlement,  plus  State  &nd  local  contribu- 
tions to  the  locSTeducational  agency,  is  less  than  required  to  enable 
it  to  provide  a  level  of  education  equivalent  to  that  maintained  in 
comparable  local  educational  agencies,  *  , 

A  history  of  entitlements  a nonpayments  made  tt>  eligible  local  education- 
al agencies  under  section  3  follows: 

» 

i  ^  t  * 


FISCAL 
YEAR 

NO.  OP  ELIGIBLE 
LEA  APPLICANTS 

ENTITLEMENT 

NET 
PAYMENT 

1979 

unavailable 

$1,187,005,793 

$661,048,926 

1 978 

4,340 

1,046,802,168 

663,072,087 

1  977 

4,340 

1r045,396,157 

622,781 ,943 

i  ft  **  e 
1976 

4,111 

988,944,919  w 

.  582,026,001 

1 975 

4,301 

972,383,406  <■ 

557,055,049 

1974 

4,363 

981,525,733 

518,052,851  ! 

1973s 

.4,426 

1,017,741,753 

516,131,625 

1972  ^ 

4,600 

505,345,548 

b  540,483,146 

1971 

.4,627 

482,941,412 

491 ,503,087 

1970 

4,519 

553,438,060 

—  470,713,713 

1949 

4,325 

513,489,448 

467,836,919 

1968 

4,149 

460,330,961 

449,591,625  \ 

1967 

3,836 

382,825,442^. 

386,476,970  j 

1966 

4,040 

345,356,305 

344,376,115 

1965 

4,071 

307,61*^962— 

-  296,677,846 

1964 

4,075 

280,611,457 

274,524,892 

•  1963 

4,072 

256,12^584 

246,381,411 

1962 

3,972 

230,451,924 

222,652,476 

1961 

)  3,897 

201,185,020^ 

195,058,190 

1960 

3,775 

175,301,941 

173,374,094. 

1959 

3,736 

147,294,381 

147,230,438 

1958 

3,326 

116,068,770 

~  116,184,362 

1957 

'  3,300 

104,790,053 

104,785,040 

1956 

2,806 

76,930,644 

76,930,928  \ 

4955 

2,631 

67,144,248  - 

-  66,745,336 

1954 

2,445    .  . 

64,152,852 

"  64/152,852 

1953 

_  2,157 

49,271,703 

,  49,271,703 

1952 

1,722 

39,292,144" 

^39,284,743  r 

1951 

1 ,109 

23,421,452— 

22,236,991 

Source;  Compiled  from  SAFA  data. 
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Section  4.  Section  4  provides  for  'increased  payments  to  local  educa- 
tional agencies  experiencing  sudden^ai^  substantial  increases  in-  enroll- 
ment caused  by  increased  Federal  activities.  The  additional  children 
may,  but  need' not,  be  "A*  or  *B*  ^children.  ^  #  * 

.  * 

A  local  educational  agency  is  entitled  to  an  increase  •  in  payment  if-  the 
*  following^  three  facts  are  presents 

(1)  the  Secretary  finds,  on  the  basis  of  estimates  made'  in  the  previ- 
ous year,  that  Federal  activities  have  caused  increases  in  average 
daily  attendance  in  the  local  educational  agency  amounting  to  at  least 
five  percent  of  the  difference  between  the  number  of  children,  in 
average  dfily  attendance  during  the  preceding  fiscal  year  and '  the  r 
number  of  children  who£%  attendance  that  year  resulted  from  Federal 
activities;  '  *  * 

(2}   those  Federal  activities  have  placed  a  substantial  an<3  continuing 
financial  burden  on  the  local  educationajl  agency;  and 
'  -  *  j|| 

{3}  the  local  educational  agency  isv  making  a  reil6nablJ%ax_ejr£drt  and 
is,  with  due  diligence,  seeking  State  and  other  financial  assistance, 
but  cannot  find  funds  sufficient  Jto  meet  the.  increased  costs  of 
educating  the  federally-connected  cMJJren. 

If  -  a  local  educational  agency  satisfies  these  three  fequirements,  it  is 
entitled  to  receive  an  amount-  equal  to  the  cost  of  educating  the  addi- 
tional feflerally-connected  children,  minus  funds  from  other  sources 
available  for  their  children.  *  *  • 

Section  4  also  makes  provision  for  local  educational  agencies  which  have 
made  preparations  to.  provide  free  public  education  to  an  additional 
number,  of  children  due  to,  an  increase  in  Federal  activities  and  there  is 
a  decrease ^in* enrollment  because  Federal  activities  decrease,  cease,  or 
fail  tc  occur.  In* such  cases, \^e  local  educational  agency  receives  the 
amount  to  which  it^  is  otherwise  entitled  under  this  section,  increased  . 
by  the  amount*  th^ ^Secretary  judges  jit  would  have  been  entitled  to  but 
for  the  decrease  in .Federal  activities,  ininus  any  reduction  in  current 
.expenditures  in  that  year  the  Commissioner  determines  the  local  educa- 
tional agency  has,  or  reasonably  should  have,  experienced  because  of  the  ( 
decrease  in  Federal  activities. 

A  history  of  section  4  entitlements  and  payments^made  to  eligible  local 
educational  agencies  follows % 

* 


9 

ERIC 


tSTi       C\X?    T?T  TO  TOT  T? 

• 

NET 

%  LEA  APPLICANTS 

ENTITLEMENT 

*  PAYMENT 

1979* 

*  0 

•o 

7  o 

1978*  • 

0  ' 

0 

0 

1977* 

<r 

.     0  -i 

0 

1976* 

0 

0 

1975* 

0 

0 

0 

1974* 

0  , 

0 

0 

r  T973 

1 

131,642  . 

131,643 

1972 

3 

47,006 

•  47,006 

1971 

~  5 

23,392 

•\  ^  23/392 

1970 

8 

77,940 

77,940 

1969 

7 

725,177 

725,177 

1968 

3 

1,085,316 

1,085,316 

1967 

16 

1,659,663  - 

1,659,663 

1966  - 

13 

2,274,852 

2,274,852 

1965- 

10 

1,905,424 

■  1,905,424 

1964 

9 

1,640,020 

1*640,020 

1963., 

12 

1,479,549  * 

.1,479.549^ 

1962  " 

9 

1,551,739  | 

V,  55 1,739 

1961 

6 

982,640 

982,640 

1960 

17    ;  1 

1,651,375 

,  1,6*1,375 

M959 

•  '  35 

1,814,8119 

'  1,814#819 

1958 

2 

14,356 

14,356  1 

1957' 

a  86 

*  908,911  , 

908,911 

1956 

146 

3,617,397 

3,617,397 

•1955  5 

189 

4,168,771 

4,168,771  4 

1954 

149 

4,658,500  - 

4,658,500 

1953 

145 

5,085,638-  A 

/  5,085,638*. 

1952 

133 

5,414, 169* 

5,414,160 

1951  I 

122 

5,967,393  - 

5,967,393 

*    There  have  been  no  payments  under  section  4  since  1973.^ 


Source:  Compiled  from  SAFA  data. 

t  ,  — ^ 

Section  5*     Section  5  specifies  applicationNand  payment  requirements, 
including    those    affecting    the   distribution   of  _ available   funds  when 
appropriations  are  insufficient  to  pay  all  entitlements  in  full.* 
Section  5  also  contains  provisions  regarding^the  treatment  of  Impact  Aid 
payments  under  State  school  finance  plan?,,..*  •  * 

When  appropriations  in  any  year  are  insufficient  to  satisfy  the  entitle- 
ments of  all  eligible  local  educational  agencies  fully,  payments  'are 
reduced. according  to  a  schedule  set  out  in  section  5{c)  whereby  payments 
are  authorized  in  three  "tiers": 


Tier_I.  Twenty-five  percent  of  entitlements  under  sections  3  (a)  and 
3(b);  100  percent  of  entitlement  under  section  2,  •* 
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Tigrja,    After,  and  only  if,  the  amounts  authorized  in  Tier  I»  are  fully 
paid,  the  remaining  funds, are  allocated  on  a  graduated  scale  designed  to 
set-out  priorities  among  local  ^educational  agencies  and  categories  of 
'children,  to  wit:  -  7  "  « 

«  * 

•  60.93  percent  of  entitlement  to  local  educational  agencies  providing 
education  for  children  residing  on  Indian  lands; 

%  48.75  percent  of  entitlement  'to'  local  educational  agencies  receiving 
an  increase  under  section  3(d)(2)(b)  (heavily  impacted  school  dis- 
tricts) ;  *  , 

,•-48,75  percent  of  entitlement  to  local  educational  agencies  having 
"Super  A*  children  and  military  ^s"; 

•  42*25  percent  of  entitlement  to  local  educational  agencies  having 
\military  "A's"; 

36.85  percent  of  entitlement  to  local  educational  agencies  haling 
non-military  "A^"; 

#11.375  percent  of  entitlement  to. local  educational  agencies  having 
military  "frs*  other  than  those  in  local  educational  agencies  having 
•    *Supe,r  A*  children? 

i 

/  ,.#  9-H  percent  of  entitlement  to  local  educational  agencies  having%*B* 
.  -children  connected  with  Federal  property  situated  in  whole  or  in  part 
in  the  same  'county  or  school  district  as  the  Social  educational  agency- 
applying- for  Impact  Aid;  - 

%    m  7.28  percent  of  entitlement  to  local  educational  agencies  having  *B** 
^children  connected  with  federal 'property  located  in  whole  or  in  part; 
in.  the  same  Sta^te  'as  the  local  edu£at*ioncU  ^agency^ ' 

This  schedule  of  payments^constitutes  tlie  first  part  of  Tier  II.  The 
second  part  of  Tier  II  allocates  any  remaining  funds,  after  the  first 
part  is  paid,  byt 

0  insuring   local  educational  agencies  90  percent  of  their  previous 
year 's -payment,  and 

#>  allocating  any  amount   remaining   J#  accordance  with  appropriation 
acts  • 

Tier  III.      if  more   funds   become   available   after   sums.  $r_e  allocated 
pursuant  to  the  appropriations  acts,  a  third  tier  of  payments  provides  a  * 
-pro,  rata  payment  of  these  funds  to  local  educatipnal  agencies  on' the 
.basis  of  their  unsatisfied  section  3  or  -seqtion  4  entitlements/ 

Impact  Aid  and  State  Aid.     Section  5(d)  establishes  rules  governing  the 
relationship  between  Impact  Aid  payments  to  local  educational  agencies 
.and  payments  to  those  local  educational  agencies  undet  programs  of  §tate 
aid  for  public  education.    Mo  payments  under  the. Impact  fAid  Program  may 
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be  made  to  any  local  educational  agency  'in  a  State  if  that.  State,  in  its  ' 
State  aid  program,  takes  into  consideration  the  payments  to  any  local 
educational  agency under  the  Impact  Aid  Program,        •  \ 

'  The  exception  to  this  rule  is  that,  a  State  may  take  impact  Aid  payments  f 
into    cems*i  deration    when    determining,  the^  lotfal   educational  agency's 

>ef4nancial  resources  and* needs* if  it  has  a  program  to  equalize  expendi- 
tures for  public  education  throughoutfche  State*  However,  whenever  a 
State  or  local  educational,  agency  wiTL  be  adversely  affected  b%^Gte^~\^ 
requirement  that  a  State  can  t£ke  Impact  Aid  payments  into  consideration  |1 
only  if  the  State  has  a  valid  equalization  plan*  the  local  educational 
agency  will  be  afforded  -notice  arid  opportunity  fo^^a  hearirig  prior  td 
reduction-  or  termination  of  Impact  Aid  payments* 

Section  5(d)  (2)  of  the  statute"  provides  that  "equalize  expenditures* 
shall  not  be  construed  to  affect  adversely  programs  of  State  aid  for 
free  public  education  for  the  haadirdapped,  bilingual  education,  educa- 
tion for  the  economically  disadvantaged,  or  education  of  the  gifted  or 
talented;  thereby  a  State  is  not  penalized  for  weighting  the  cost  of 
providing  these  educational  programs* 

The  statute   further  provides   that  the  State  may  consider   Impact  Aid 
payments        local  resources  only  in  proportion  to  the  share* that  local 
s  revenues  cohered  under  a  State  equalization, plan  make  up  of  total  local 
revenues,  *  *      ,  < 

Section  5(d)  a^beo-  provides  that  if  a  State  desires^o  take  payments 
under  that  sect  iohvi  nto  r  consideration*  for  any  fiscal  year,  that  State 
not  later  than^sixty  days  prior  to  thet  beginning  of  that  fiscal 
year^bo  submit  notice  to  the  Secretary  of  its  intention  to  do  so.  This 
noticVis  to  enable  the  Secretary  to  determine  the  "extent  to  .which  the 
program  of  State  aid1  of  that  State  is  consistent  with  the  equalization 
provisions  of  section  5(d),  In 'addition/  locaj  ^educational  agencies 
within  that  State  must  have  been  given  notice  of  Ihe  intention  of  the 
State,  If  the  Secretary  determines  that  the  program  of  State  aid  of  a 
State  so  submitting  notice  is  consistent  jfith  fthose  provisions,  the 
Secretary  is  to  certify  .that  determination  to  that  State, 

Section  6.  Section  6  allows  the  Federal  Government  to  provide  a  free 
public  education  for  children  residing  on  Federal  property  or  who  are 
children  of  active  duty  members  of  the  Armed  Forces. 

For  children  residing  on  Federal  ^property^the  Secretary  is*  authorized 
to  make  these  arrangements  only  if:  (1)  no  tax  revenue  of  the  State,  or 
.its  political  subdivision,  may  be  spent  to  educate  those  children;  or* 
(2)  after  consultation  with  the  State  education  agency,  the  Secretary 
concludes  that  no  local  educational  agency  is  able  to  provide  a  suitab^ 
free  public  education  for  those  children,  . 

For  children  of  active  duty  members  of  the  Armed  Forces,  the  Secretary 
is  authorized  to  make  these  arrangements  only  if;    (1)   the  schools  in 
which  a  firee  public  education  is  usually  provided  for  those  children*  are 
made  available  to  them  by  official  action Instate  or  lofcal  ^govern-*  v 
mental  authority;   or    (2)   after  consultation  with  the  State  educatipn 

'67  '  • 
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agency,  the  Secretary  concludes  that  no  local  educational  agency  is  able 
to  provide  a  suitable  free  public  education  for  those  children. 

Under  certain  circSnsta^ces,  the  Secretary  may  arrange  to  provide  a 
section  6  education  for  children  residing  in  the  area  adjacent  to 
Federal  property  who  had  a  parent  employed  on  that  property  during  some 
part  of  the  fiscal'  year  during  which  the  education  is  provided.  The 
^  Secretary  may  do  so  only  if,  after  consultation  with  the  State  education 
*  agency,  he  determines  that  {1)  providing  such  an  education  is  appropri- 
ate to  carrying  out  the  purposes  of  Impact  Aid;  (2)  no  local. educational 
agency  can  provide  a  suitable  free  public*  education  to  such  children, 
and  when  the  need  for  such  education  is  not  temporary;  and  (3)  the  local 
educational  Agency  or  State  education  agency,  or  both,  will  make  reason- 
able  tuition   payments  to  the  Secretary  for  educating  such  children. 


The  following  is  a  history  of  payments  and  entitlements  under  section  6 
for   all   eligible   applicants,  fc  including   the.  number  of   eligible  local 
, educational  agency  applicants. 


FISCAL 
YEAR 

TOTAL 
ELIGIBLE^ 
APPLICANTS 

ELIGIBLE 
'  LEA 
*  APPLICANTS  , 

ENTITLEMENT 

NET 
PAYMTUNT* 

1979  . 

22 

* 

$45,896,644 

$45.896 .644 

1978" 

23 

5 

56,810,667 

57.644.800 

1977 

25 

5 

,  52,455,720 

52,386,927 

1976 

25 

4 

45,953,960 

-45,866,899 

1975 

25 

4  . 

,42,962,308 

42,675,678 

1974 

25 

3 

39,472,714 

39,082,248 

*  1973 

28 

8 

41,500,000 

\  39,041,117 

X972 

29 

8 

36.,208,672 

36,208,672 

1971 

30  " 

7 

34,028,405 

34,028,405^ 

1970 

32  1 

7  * 

29,972,946  * 

29,372,946 

1969 

47.  r 

 vT?  

28,892,668 

28,832,668 

1968 

48 

*  18 

26,028,300 

2-6,028,300 

1967  7 

w    .  .48 

16 

22,6^20^411- 

22,620,411 

jl  966 

52-  ?• 

20 

20,072,416 

20,072,416 

1965 

54, 

22  |K 

18,974,472  . 

*  18,974,472 

1964 

55 

22     W  * 

17,005i165 

17,005,165^ 

1963  - 

61 

21 

15,016,054 

15,016,054 

1962 

56  - 

22. 

13^221 ,781 

13,22tf781 

1961 

56 

22 

11,406,026 

11,406,026 

1960 

45 

13 

9,191,907 

9,191,907 

1959 

33 

7,249,346 

7,249,346 

1958 

32 

1 

5,682,664 

5,682^664 

1957 

-  32' 

*  3 

5,268,394 

5,268*394 

195*6 

35- 

4. 

4,797,499  * 

4,797,499 

1955  * 

3,670,283 

'3,670,283 

1954 

24  * 

'  5 

2,788,955 

2,788,955 

1953 

* 

3,095,690  - 

3,095,690 

1952 

* 

* 

2,738,034' 

2,788,034 

1951 

** 

75,000 

75,000 

J*a.ta 

Sources  Compiled  "from  SAFA  data. 
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*  V 

Section  7.     Section  7  authorizes  assistance  to  local  educational  agen-  „ 
cies  suffering  damage  from  disasters,   if  four  conditions  are  met:  (1) 
"me  school  facilities  qf  the  local  educational  agency  must  have  *  been  de- 
stroyed or  seriously  damaged  as  the  result  of  a  catastrophe;    (2)  the 
Governor  of  the  State  in  which  the  local  educational  agency  is  located 
must  have  certified  the  need  for  disaster  assistance  and  assured  reason- 
able State  assistance;   (3)   the  Secretary  must  have  determined  that  thV 
agency  experiencing  the  disaster   is  using  or  will  use  all  State  and\ 
other  financial  assistance  available  to  it  for  providing  a  free  public 
education  to  children  attending  the  damaged  schools  but  because  of  the 
disaster  cannot  obtain  sufficient  funds;  and  (4)   the  local  educational 
agency  must   have   provided   for   conducting   educational   programs  under 
public  auspices  for  private  school  children  whose  education  programs  are 
disrupted  by^  the  ^disaster   if  the  disaster  is  extensive  enough  to  have 
impaired  private  education. 

'  s  -* 

Section  7  further  authorizes  the  Secretary,  pending  appropriations, 
to  spend  any  funds  available  to  him  necessary  for  immediate  disaster 
assistance.  The  Secretary  must  report  any  expenditure  pending .appropri- 
ation in  the1  form  of  a  budget  estimate  to  the  House  Appropriations  and 
Education  and  Labor  Committees  and  the  ^Senate  Appropriations  and  Labor 
*and  Human  Resources  Committees  within  30  days  of  the  expenditure.  These 
expenditures  will  be  reimbursed  from  forthcoming  section  7  appropria- 
tions. » 
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CHAPTER  II 

EVALUATION  METHOD 

A.  THE  USE  Of  A  PRESIDENTIALLY  APPOINTED  COMMISSION 
TO  EVALUATE  AN  EDUCATION  PROGRAM 

The  Commission  is  a  IG-meraber  presidentially  appointed  panel,  charged 
with  the  responsibility  for  evaluating  the  operation  and  administration 
of  a  major  education  program.  The  Commission  is  carrying  out,  its 
mandate  by  conducting  its  evaluation  directly",  using  Federal  employees 
and  procedures,  rather  than  contracting  with  an  experienced  organization 
not  bound  by  normal  Federal'procedures. 

Tj "Direct  Evaluation  Rather  Tffian  Evaluation  by  a  Contractor  « 

When  the^ommission  was  originally  established,  the  HEW  administrators 
in  charge  had  assumed  thclt  the  study  would  be  conducted  under  private 
contract.  Cost  estimates  set  out  in  its  charter  were  based  upon  that 
assumption.  The  two  previous  studies  of  Impact  Aid  were  conducted 
through  contracts  with  private  organizations.  Therefore,  the  Chairman 
of_  the  Commission  and  the  temporary  executive  director,  upon  their 
appointment  and  designation*  explored  the  possibility  of  contracting  the 
current^  study.  It  was  discovered  that  contracting  procedures  would 
require  several  months  before  the  study  could  begin — as  long  as  eight 
months — and  that  once  a  contrks^  had  been  let  the  degree  of  day-to-day 
control  of  the  work  done  by  the  contractor  would  necessarily  h£ve  been 
limited  by  the  nature  of  the  contracts  It  was  also  found  that  contract- 
ing would  probably  be  mors  expensive^  an  a  direct  evaluation.— 

:  was  thought  that  contracting  the  study  would  be  incon- 
he  use  of  a  multi-member  Commission,  appointed  by  the 
Presfdent,  to[  study  an  established,  politically  sensitive  education 
program.  . 


In  addition,  i 
sis  tent,  with 


The  1  alternatives ko  the  c6ntracting  approach  was  to  conduct  the  study 
with  t^e  autho^ty  available  to* the  Commission  under  the  law. 

•  -  J# 

2)  Author tty&Eotj  and  Procedures  for,  Direct  Evaluation  "~  f 

The  law  relevant  to  conducting'  the  study  directly  was  that  contained  in 
part  D  of  the  General  Education  Provisions  Act  {the  so-called  "Education 


2/  When  the  ficstmis^ion  was  originally  established,  the  ^Department  es- 
timated itlr  ^osts  for  fiscal  year  1980  to  be  $5'7S,0a0.  The  actual 
expenditure  for  fiscal  year  1980  was  $447,000. 

&  •  -         .  -  • 


j 


Advisory  Council  Code*  (EACC) ) Provision  for  hiring  "staff  to  assist 
the  Commission  in  conducting  the  study  is  made  in  section  445  of  the 
EACC.  Section  445  contains  the  authority  for  education  advisory  coun- 
cils to  obtain  the  services  of  sta£f.  That  authority  Us  set  out  in 
subsections  (a) ,  (c)  and  (d)  of  section  445  of  the  Gene&ai  Education 
Provisions  Act  which  provide,  in  parbi 

'(1)rthat  the  Commission  is  authorized  to  appoint,  without  regard  to 
the  provisions  of  title  5,  United  States  Code,  governing  appointments 
in  the  competitive  service,  or  otherwise  obtain  the  services  of,  such 
professional,  technical,  and  clerical  personnel  as  may  be  necessary  to 
enable  it  to  carry  out  its  functions,  as  prescribed  by  law?  and 

(2)  subject  to  the  regulatioiyof  the  Secretary  of  Education,  that  the 
Commission  is  authorized  to  procure  temporary  and  intermittent  ser- 
vices of  such  personnel  as  are  necessary  to  the  extent  authorized  by 
section  3109  of  title  5,  United  States  Code,  but  at  rates  not  to 
exceed  the  rate  specified  at  £he  time  of  such  service  for  grade  GS-18 
in  section  5332  of  such  title;  and  " 

(3)  that  no  employee  of  the  Commission  may  be  compensated  at  a  ratf  in 
excess  of  that  which  such'  employee  would  receive  if  such  employee  were 
appointed  subject  to  the  appropriate  provisions t  of  title  5,  tinited 
States.  Code,  regarding  appointments  to,  and  compensation  with  respect 
to,  the  competitive  service,  except  that  s*- 

(a)  the  executive  director  of  the  Commission  is  toT5>e  compensated  at 
the  rate  specified  for  employees  placed  in  grade  18  of  the  General 
Schedule  set  forth  in  section  5332  of  such  title  5;  and 

(b)  in  accordance  with  regulations  promulgated  by  the  Secretary, 
other  employees  of  the  Commission  are  to  be  compensated*  at  such 
rates  as  may  be  necessary *to  enable  the  Commission  to  accomplish  its 
purposes. 

y  Section  1015(c)(2)  of  Public  Law  95-561  provides  that,  to  t;he  extent 
that  part  D  of  GEPA  is  not  inconsistent  with  the  provisions  of  such 
section  1015,  such  ^art  D  applies  to  the  Commission.  Part  D  of  GEPA 
was  designed  to  provide  uniform  law  and  procedures  for  education 
advisory  councils.  For  councils  having  members  appointed  by  the 
'  President,  part  D  provides,  and  the  Comptroller  General  has  deter- 
mined, that  a  great  deal  of  independence  vests  in  the  appointed  body 
itself.  Therefore,  the  administrative  provisions  of  *part  D  would 
appear,  in  general,  to  be  appropriate  for  a  Commission  mandated  to 
study,  independent  of  Executive  Branch  control,  an  education  program 
of  the^type  that  impact  Aid  is, 
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The  Commission  is* an  independent  establishment  in  the  Executive  Branch 
not  part  of  any  other  agency.—  Even  so, , under  the  lafr,  the  Commission 
was  attached  to  the  Committee  , Management  Staff  of  the  Department  and 
bound  by  the  rules  *and  procedures  normally  governing  advisory  committees 
*on  education  programs.  The,  administrative  services  for  the,  Commission 
were  to  be  provided  by  the  Office  of  Education  [and  its  successor  the 
Education  Department,  hereafter  referred  to  as  the  "Department"). 

The  use  of  a  multi-member  Commission  with  Federal  employees  to  evaluate 
an  established  education  program  is  unusual,  if  not  unique.  In  fact, 
the  Commission  has  found  no  precedent  for  it.  For  this  reason,  the 
Commission  includes 'in  thas  report  a  discussion  of  this  method  of 
conducting  research.  Should  the  Congress  decide  to  use  this  method  of 
conducting  a  research  study  on  another  program  or  subject,  some  of  the 
lessons  learned  by  this  Commission  may  be  helpful. 

The  Commission  has  determined  that  it  is  possible  to  conduct  an  unbi- 
ased, academically  sound,  yet  "politically  sensitive  study,  using 
Government  employees  and  procedures.  The  Commission ,  as  an  independ- 
ent establishment  in  the  Executive  Branch,  has,  under  existing  law, 
sufficient  independence  with  respect  to  direction,  purpose,  and  poli- 
cies, to  conduct  an  unbiased  study,—  The  same  cannot  be  said  with 
respect  to  the  administrative  procedures  set  up  by  the  Department  '  in 
compliance  with  that:  law. 

The  duration  of  the  Commission  was  limited;  therefore,  its  employed  had 
temporary  appointments.  The  time  during  which  its  task  was  to  be 
completed  was  short,  requiring  that  the  normal  administrative  processes 
governing  the  departmental  program  administration  be  modified  for 
expeditious  action.  Because- of  the  nature  of  the  work  to  be  accomp- 
lished, personnel  classification  standards, had  to  be  modified  from  those 
governing  program  administration  to  those '  necessary  for  a  study  of  tfie 
type  mandated  by  the  Congress. 

The  normal  procedures  used  by  the  Department  for  hiring  employees  and 
procuring  supplies  and  services  have  not  been  well-suited  to  the  needs 
of  the  Commission.     Most  important  among  those  nfreds  has  been  the 
*  — ■* 

4/  This  statement  is  supported  by  the  reasoning  and  conclusions  set  out 
in  an  opinion  of  the  Comptroller  General  when  questions  were  raised 
concerning  the*  status  of  a  body  similar  to  the  Commission.  (De- 
cision of  the.  Comptroller  General  of* the  United  States.  File 
B-179188,  January  31  ,  1974  and  April J  5,  1976.) 

5/  At  the  time  of  this  report  there  are^substantial  questions  regarding 
what  existin^law  is  applicable  to  the  Commission.  If  it  is  found 
.  that  the  provisions  of  the  Federal  Advisory  Committee  Act  apply,  in 
full,  the  statement  above  would  probably,  not  be  true. 
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ability  to  find  qualified  personnel  who  are"  willing  to  take  temporary  — 
appointments  at  Government  salary  levels  with  none  of  the*  normal  bene- 
fits which  accrue  with  permanent  appointments.  Almost  as  important  has 
been  the  need  to  procure  meeting  space,  supplies,  and  expert  services  in 
accordance  with  the  schedule  set  out  in  the  Plan  of  Study  adopted  by  the 
Commission.  Because  the  Department  is  designed  to  administer  programs, 
rather  than  to  conduct  short  term  projects,,  the  administrative  services 
of  that  Department,  and  the  procedures  for  the  use  of  those  services, 
have'  not  lent  themselves  well  to  the  needs  of  the  Commission, 

Sixty^days  is  the  normal  minimum  time  for  accomplishing  many  administra- 
tive actions  in  the  Department — creating  and  filling  positions,  getting 
approval  for  services,  and  renting  meeting  space.  Longer  periods  of 
time  are  necessary  for  contracts  and  obtaining  the  temporary  services  of 
experts.  This  Commission  has  had  to  forego  activities  requiring  the  - 
services  of  experts,  and  the  use  of  contracts,  simply  because  the  time  — 
necessary  to  get  approvals  through  the  Department  was  greater  than  that 
allowed  under  its  mandate. 

The   major    activities   foregone   were   tWo   important   studies  concerning 
major  aspects  of  the  Impact  Aid  Programs 

(1)  a  comparison  of  the  relative  benefits  of  Title  I  of  the  "Elementary 
and  Secondary  Education  Act  of  1965  with  those  of  payments  based  on 
entitlements  under  the  Impact  Aid*  Program  which  aris'e  from  low-rent 
public  housing  property;  and 

{2)    the    relationship  between   Impact   Aid  and  State   aid    for  publi^ 
education. 

In  each- of  these  cases  delays  of,  and  in  some  cases  exceeding,  three 
months  in  arranging  for  contracts  and  experts  made  completion  of  ade- 
quate studies  impossible  and,  had  an  attempt  to  conduct  them  been  made, 
inefficient  expenditure  of  Commission  funds  might  have  resulted. 

There)  is  no  compffhensive"  document  or  set  of  documents  which  delineate 
the  authority  of  Presidential  advisory  councils,  staffing  procedures,  a 
description  of  their  administrative  responsibilities,  or  a  statement 
describing  th$  relationsl&ip  between  the  Department  and  those  gpuncils. 

As  a  result,  the  Commission  has  had  to  operate,  by  trial-and-error  on 
contracts,  ^sn  personnel,  on  travel,  on  requisitions?  and  on  supplies. 
The  staff  has  not  been  able  to  give  the  Commissioners  definitive  answers  & 
on  the  days  for  which  they  are  entitled  to  be  paid  or  by  what  authority 
their  salaries  are  "set.  The  staff  has  had  no  guidance  as  to  what  are 
eligible  expenditures  from  Commission  funds, 


* 


The  roost  serious  problem  in  conducting  a  study  under  Federal  laws  is  the 
appointment  and  compensation  of  qualified  staff.  As  of  the  date  of  this 
report,  the  Commission  has  not  been  able  to  obtain  from  the  Department  a 
concise  body  of  rules  and  procedures  governing  the  rights  and  privileges 
of  temporary  staff,  /These  rules  and  procedures  have  had  to  be  discov- 
ered on  a  case-by-c&se  basis  and  they  appear  to  have  no  consistency. 
Sane  of  the  Commission  employees  have  retirement  and  health  benefits, 
and  others  do  not.  Some  appear  to  be  eligible  for  quality  step  increas- 
es, and  others  are  not — without  regard  for  the  «merits  of  their  work. 
This  has.  been  the  case  even  though  section  445  of  the  GEPA  explicitly 
gi^es  controls  over  this  matter  to  the  Commission. 

A  study  of  the  type  required  by  this  Commission  requires  the  use  o/ 
dedicated  employees  with  good  morale-.  This  is  difficult  to  achieve  when 
they  have  questionable  status  in  the  bureaucratic  establishment  as  is 
the  case  with  temporary  appointments. 


B.  METHOD  OF  GATHERING  RELEVANT  INFORMATION 

The  Commission,  at  the  First  Meeting,  decided  that  the-  nature  of  the 
Commission's  structure  was  such  that  qonduct  of  public  hearings  as  a 
means  of  gathering  evidence  was  the  best  approach.  This  approach  was  to 
be  supported  by  a  research  staff. 

Central  to  this  study  has  been  a  carefully  coordinated  combination  of 
gathering  evidence  through  both  public  hearings  and  ia-house  research 
by  the  staff  of  the  Commission,  with'a  view  toward  balancing  out  weak- 
nesses inherent  in  both  approaches. 

The  public  gearings  were  designed  to  elicit  the  views  of  all  interested 
parties,  Federal  .agencies,  and  experts  in  whatever  form  is  most  conven- 
ient to  them,  while  the  staff  research  plan  has  been  designed  to  provide 
a  theoretical  and  analytical  framework  for  organizing* and  understanding 
the  evidence  gathered  through  the  hearing  process. 

The  research  staff  provided  the  ^necessary  support  activities  for  the, 
Commissioners  during  the  hearing  process  and  attended  those  hearings. 
The  in-house  research  included  statistical  data,  legal  research,  the 
study  of  school  finance  laws,  economics,  and  an  extensive  review  of  the 
underlying  premises  of  the  Impact  Aid  Program  and  their  present  va- 
lidity. > 

All  of  the  information  available  indicated  that  the  primary  questions  to 
be  raised  would,  in  some  way,  revolve  around  these  issues; 

(1)  Is  there  a  Federal  burden  imposed  by  federal  activities  on  local 
educational  agencies?  if  so,  what  is  the  burden,  and  is  there  an 
obligation  to  compensate  local  educational  agencies  for  that  burden? 


-38- 


(2)  Does  the  economic  benefit  of  Federal  activities  compensate  for 
the  burden  imposed?    (is  there  a  net  economic  burden?) 

(3)  How  should  Impact.  Aid  funds  be  allocated,  taking  into  considera- 
tion the  fact  that  some  heavily  impacted  local  educational  agencies 
are  almost  absolutely  fiscally  dependent  upon  payments  under  the 
program  and  .the  fact  that  .appropriations  have  fallen  short  of  the 
levels  necessary  to  satisfy  entitlements? 

These  three  questions  matched  up  with  two  of  the  three  specific  charges* 
given  the  Commission;  that  the  Commission  review  and  evaluate  ~ 

(1)  the  equity  of  the  present  funding  structure  under 
Public  Law  874, 

(2)  *** 

(3)  the  ways  in  which  districts  of  local  educational 
agencies  which  are  Federally  impact^  can  bests  be  assisted 
in  meeting  their  educational  needsJ^ 

At  the  same  time  the  staff  was  developed  around  three  areas  of  research 
which  also  matched f the  three  questions: 

{1}  Legal  and  factual  research  on  the  nature  of  the  Federal  burden  on 
local  educational  agencies;  / 

—(2)  Economic  analysis  of  the  economic  effect  of  Federal  activities  on 
financing  the  schools  of  federally-affected  local  educational  agen- 
cies; and 

(3)  Public  school  finance. 

Accordingly,  the  information  was  organized  around  the  following 
questions  (which  also  form  the  framework  of  the  Commission's  recom- 
mendations) : 

(1)  Should  the  Impact  Aid  Program  be  <;ontinuedf 

(2}  Should  there  be  basic  changes  in  the  Impact  Aid  Program? 

(3)  How  should  thW  term  "Federal  property"  be  defined? 

(4)  What  is  the  obligation  of  the  Federal  Government  with  respect  to 
the  education  of  children  connected  with  Federal  property? 

(5)  Should  local  educational  agencies  educating  children  in  attendance 
at  public  schools  by  reason  of  Federal  law*or  activities  be  compensat- 
ed therefor? 


6/    Clauses  (1)  and  (3)  of  section  1015  (BP)"  of  Public  Law  95-561  . 


(6)  Which  local  educational  agencies  should  be  eligible  for  Impact  Aid 
payments? 


(7)  What  shcfald  be. the  amount  of  compensation? 

(8)  How  should  funds  be  allocated  among  local  education  agencies  when 
appropriations    are.  insufficient    to    satisfy   all   entitlements?  and 

(9)  Sh^ld  the  States  take  Impact  Aid  payments  into  ^consideration  in 
their  State  aid.  programs? 


C.  METHOD  OP  REVIEW  AND  EVALUATION 

Any  evaluation  must  have  a  guideline  by  which  the  thing  evaluated  is  to 
be  measured*  Some  value  judgment  must  be  made  as  to  what  relevant  basic 
principle  has  such  overriding  importance  that  it  can  be  used  to  provide 
a  base  line  for  considering  the  merits  of  all  aspects  of  the  thing 
evaluated.  That  judgment  is  made  by  the  creator  of  the  evaluating 
instrument—in  the  case  of  this  Commission?  the  Congress. 

In  two  previous  cases  the  Congress  provided  for  studies  of  the  impact 
Aid  Program;  and  in  each  case  the  study  was  contracted  to  be  done  by 
professional  research  organizations. 

(1)  The  first  study—  was  a  highly  technical  attempt  to  measure 
burden  and  the  just  amount  of  compensation.  The  basic  premises  of  the 
program  were  examined  and  accepted  and  based  upon  those  premises  a 
precise  measure  of  burden  was  attempted.  , 

8  / 

(2)  The  second  study-'  accepted  the  'fact  that  local  educational 
agencies  were  receiving  Impact  Aid  funds  and  concentrated  oh  alterna- 
tives to  the  then  current  program  and  on  fairness  within  the  program. 

In  addition?  an  internal  evaluation  of  the  impact  Aid' Program^/  by  the 
Department  of  Health?  Educati^i?  and  Welfare  used,  as  a  central  evalua- 
tive principle?  the  reduction  of  the  costs* of  the  program. 

7/  Stanford  Research  Institute,  89th  Congs.?  1st  Sess.?  Impacted  Areas 
Legislation  Report  and  Recommendations?  Senate  Subcommittee  on 
Education  of  the  Committee  on  Labor  and  Public  Welfare  (1965  Comm. 
Print}. 

8/  Battelle  Memorial  Institute?  91st  Cong.?  2d  Sess.?  School  Assistance 
in  Federally  Affected  Areas:  A  Study  of  Public  Laws  81-874  and 
81-815?*  House  Committee  on  Education  and  Labor  M37QK 

9A  Lawrence  L.  Brown?  III?  Alan  L.  Ginsburg  &  Martha  Jacobs?  'impact 
Aid  Two  Years  Later?  An  Assessment  of  the  Program  as  Modified  by 
the  1974  Education  Amendments  (1978). 


For  this  study  the  Commission  sought  an  evaluative  principle.  The 
legislative  history  of  the  creation  of  the  Commission  indicates  that  the 
Congress  wanted  to  know  the  extent  to  whictf  payments  under  the  Impact 
Aid  Program  are  still  valid  expenditures  in  light  of  the  budgetary 
constraints  under  which  the  Congress  was  operating.  There  appears  to 
have  been  little  question  about  the  validity  of  the  principles  and 
assumptions  upon  which  the  original  program  was  based  in  1950* 

On  the  basis  of  this  legislative  history  two  principles  could  be  used  in 
the  evaluation  of  the  program: 

(1)  Accepting  the  validity  of  the  principles  and  assumptions  of  the 
original  Act  of  Congress  authorizing  the ,  Impact  Aid  Program,  have 
circumstances  so  changed  as  to  defeat  their  validity  at  this  time? 

~f2)-Ta  vftat  extent  do  budgetary  constraints  constitute  changed  circam- 
stances  which  bring  into  question  the  validity  of  those  principles  and 
assumptions? 

The  second  of  the  two—budgetary  considerations— affected  the  scope  of 
the  study,  involving  subjects  and  issues  beyond  the  scope  of  the  mandate 
given  the  Commission  by  the  Congress,  yet  not  clearly  excluded  from  that 
mandate. 

*  ■ 

For  this  reason,  the  staff,  in  its  report  to  the  ^Commission,  submitted 

April  22,  1980,  asked  the  Commission  for  guidance  bs  follows* 

i 

Scope  of  the  Study.  Should  budgetary  considerations  be 
,  weighed  against  al^l  of  the  evidence  and  all  x>£  the  issues, 
or  should  those  budgetary  considerations  be  used  only  as  a 
means  of  allocating  appropriations  within  the  Impact  Aid 
Program?  'In  other  words,  should  the  evidence  be  considered 
to  address  weighing  expenditures  for  Impact  Aid  against 
other  needs  for  the  Federal  dollar,  for  example,  for 
defense? 

In  the  policy  findings  adopted  in  its  Interim  Report,  the  Commission 
made  the  following  findings t  f 

•{1}    that   budgetary,  considerations   are  political* 
-  -questions  which  change   from  year   to—year^   based  on 

many  factors  beyond  the  scope  of  this  review  and  * 
evaluation  of  the  Impact  Aid  Program?  _ 

\  (2)   the  degree  to  which  Federal  activities  constitute 
a  burden  on  local  educational  agencies  is  relatively 
^constant  over  the  years  and  can  be  determined  based 
upon  factors  within  the  scope  of  this  review  and 
evaluation?  *  41  r 
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(3)  that  budgetary  considerations  are, not  relevant  to 
determining  the  magnitude  of  burden  placed  upon  local 
educational  agencies? 

{4)  that  budgetary  considerations ,  if  they  are  to  be  a  - 
factor  in  the  amounts  paid  to  local  educational  agen- 
cies ,  should  bear  on  determining  the  overall  levels  of 
appropriations  {or  the  program,  and 

■% 

(5)  that,  if  those  levelsv  of  appropriations  are 
^insufficient  to  compensate  local  educational  agencies 
for  the  burdens  placed  upon  them,  the  funds  appropri- 
ated for  the  program  should  be  allocated  within  the 
p^gram  on  the  basis  of  priorities  which  take  into 
consideration  the  magnitude  of  the  types  of  such 
burdens.  * 

These  findings  on  assessing  the  evidence  were  reiterated  at  the  Fifth 
Mee^ng  with  a  policy  decision  by  the  Commission  and  at  the  Sixth 
Meeting  with  a  policy  finding  upon  which  recommendations  were  to  be 
based  as  follows: 

{1)  that  budgetary  considerations  are  political  questions 
which  change  from  year  to  year,  based  oafjany  factors 
beyond  the  scope  of  this  review  and  evalultion  of  the 
Impact  Aid  Program;  "  t 

(2)   that  the  degree  to  which  Federal  activities  constitute, 
a  burden  on  local  educational  agencies  is  relatively 

constant  over  the  years  and  can  be  determined  based  uocn  / 
factors  within- the  scope  of  this   review  and  evaluation;  f 

Ir 

{3)    that  budgetary  considerations  are  not  relevant  to 
determining  the  magnitude  of  burden  placed  upon  local  * 
educational  agencies? 

(4)  that  budgetary  considerations  should  riot  be  a  factor  in 
determining  the  level  of  appropriations  for  the  Impact  Aid 
Program  unless  there  is  a  general  policy  in  favor  of 
reducing  expenditures t by  the  Federal  Government  and,  when 
there   is  a  determination  of   the  level  of  appropriations  * 

,  under  such  circumstances,  Jhe'  Government's  obligation  to 
local  educational  agencies  %hould  be  a  primary  factor  and 
this  program  should  receive  a  high  priority  leveli 

(5)  that  budgetary  considerations,  if  -  they  are  to  be  a 
factor  in  the  amounts  paid  to  local  educational  agencies, 
should  bear  on  determining  the  overall  levels  of  appropria- 
tions for  the  program;  and 


f 


(6)  that,  if  those  levels  of  appropriations  are  insuffi- 
cient to  compensate  local  educational  agenpies  for  the 
burdens  placed  ypon  them,  the  funds  appropriated  for  the 
program  should  be  allocated  within  the  program  on  the  basis 
of  priorities 'which  take  into  consideration  the  magnitude 
and  the  nature  of  such  burdens. 

Even  though  the  Education  Department  did  not  raise  directly  th$  issue  of 
Impact  Aid  payments  to  "wealthy*  local  educational  agencies,  some  have 
argued  that  .the  program  jls  inequitable  because  Impact  Aid  is  available 
to  local  educational  agencies  in  the  districts  of  whicti  reside  affluent 
persons  and  those  havii^  districts  in  which  property  values  are  above, 
the  national  average. — ' Relative  wealth  is  a  factor  in  evaluating 
programs  in  which  relative  need  is  a  policy  in  distributing  scarce 
resources.  This  type  of  policy  necessarily  is  based  upon  budgetary 
concerns  and  considerations  which  the  Commission  determined  to  be  more 
nearly  relevant  to  priorities  in  distributing  funds  when  appropriations 
are  insufficient  to  satisfy  entitlements  than  to  a  measurement  of 
burden.  Fdr  this  reason  "relative  wealth  was  not  a  policy  factor  in 
determining  whether  a  Federal  burden  exists.  J 

With  the  exclusion  of  budgetary  constraints  as  an  evaluative  arJjstff- 
pie,  the  historical  approach  inherent  in  the  first  princi^le^  became 
the  basis  for  tile  assessment  of  the  evidence* 

In   enacting   th^   original   Public   Law   874,    the   Eighty-first  Congress 
operated  on  two  assumptions; 

(1)  that  the  education  of  children  whose  attendance  in  the  schools  of 
a  local  educational  agency  was  the  result  of  Federal  activities  was  a 
burden  on  those  agencies;  and 

{2)  that  the  exemption  of  real  property  by  the  Federal  Government 
constituted  a  burden  on  local  educational  agencies  dependent  upon  real 
property  taxes  for  their  local  operating  revenues. 

jThe  major  argument  advanced  against  these  assumptions  has  been  (1)  that 
an  assessment  of  the  cost  of  educating  federally-connected  children  and 
the  loss  of  revenue  due  to  the  federally-caused  tax-exempt  status  of 
real  property  is  not  a  true  assessment  of  burden  since  there^kre  eco- 
nomic bertffits  to  communities  arising  from  Federal  activities,  and  (2) 
that,  if  those  benefits  do  not  accrue  to  federally-affected  local 
educational  agencies,  there  are  defects  in  State  and  local  school 
financing  laws  which  do  not  make  those  benefits  available  to  those  local 
educational  agencies,  ^ 

JO/  Id.  A39 
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The  second  of  these  arguments  raised  a  policy 'question  regarding  whether 
the  recommendations  of  the  Commission  should  include  changes^Jji  State 
and  local  laws.  On  this 'issue,  the  staff,  in  its  report  to  theCommis- 
sion  on  April  22,  raised  the  following  question:  . 

4  # 

State  and  Local  Laws*  %  How  should  evidence  which  presumes* 
that  the  States  and  localities  should  change  their  laws  ±>e 
considered?    Most  of  the  evidence  in  favor  of  the  program 
is  based  on  an  assumption  by  the  witnesses  that  Stat^-^aws  * 
are  not  going  to  change  to-  take  advantage  of  the  economic 
benefits  of a  a  Federal  presence,  while  the  evidence  availa- 
ble wh  ich   could^-fee  used   to  support  th  e  content  ion  /that 4 
there  is  a  net  economic  benefit  is  valid  only  if  the  States 
change  their  laws. 

The  Interim  Report,  adopted  on  that  day,  contained  the  following 
findings* 

r  - 

(1)  that  if  there  are  net  economic  benefits  to  the 
affected  localities,  the  revenues  from  those  benefits 
are  primarily  in  the  form  of  income  and  sales  taxes 
imposed  and  used  by  State  government  and  local  units 
of  general  government,  rather  than  by  local  education- 
al agencies; 

12)   that  those  revenues  can  only  become  available  to 
local  educational  agencies  through  substantial  changes 
,  in  State  laws  which  would  affect  fiscal  independence 
of  those  agencies j 

(3)  that  Federal  policy  should  be  neutral  ^ith  respect 
to  the  relationship  between  the  States  and  their 
subdivisions  and  with  respect  tg  fiscal  independence 
of  local  educational  agencies  *t  and 

(4)  that  the  policy  in  favor  of  treating  the  Federal 
Government,  to  the  extent  practicable,  as  a  private 
owner  is  sound  and  should  be*continued.  "* 

These  findings  were  reaffirmed,  in  a  modified  hotrn,  at  the  Fifth  Meet- 
ing, and  further  modified  and  adopted,  at  the  Sixth  Meeting,  as  policy 
findings  upon  which   recommendations  were  to  be  developed  as  follows: 

s 

CD  that,  if  tthere  are  net  economic  benefits  to  the  affect- 
ed localities,  the  revenues  from  those  benefits  are,  except * 
in  the  case  of  taxes  on  the  net  increase  in  property  values 
.caused  by  Federal/activities,  -  primarily  in  the  form  of  5 
income  and  sales  taxes  imposed  and  used  by  State  government 
and  local  units  of  general  government,  rather  than  by  local 
educational  agencies;  -  * 


(2)  that  those  revenues  can  qply  become  available  to  local 
educational  agencies  through"  substantial  .changes 'in  State 
laws  which  wouid  affect  fiscal  independence  of,  and,  control 
over,  those  agencies;  \  * 

(3)  that  Federal  policy  should  be  neutral  with  jtespeqt  to 
the  relationship  between  the  States  and  their  subdivisions, 
and  witl^  respect  to  fiscal  independence  of  local  education- 
al agencies; 

(4)  that  the  policy  in  favor   of  treating  the  Federal' 
Government,  to  the  extent  practicable,  as  a  private  land- 
owner,   under   the   school   finance   laws  of   the  States,  is 
sound  and  should  be  continued;  - 


(5)  fchat  the  economic  benefits  private  land  owners  confer 
on  localities  do  not  relieve  those  land  Jowners  of  their 
responsibility  for  real  property  taxes,  although  some  local 
governments  do- gi^  limited  tax  relief  to  owners  of  some 
commercial  prope^y  in  .consideration  of  the  economic 
benefit  derived  fr<j4n  the  use  of  that  property;  and* 

(6)  that  increases  in  revenues  from  -income  and  sales  taxes 
resulting  from  Federal  activities  are  not  a  relevant 
consideration  when  determining  the  degree  of  burden  placed 
up^  a  local  educational  agency  by  Federal  ownership  and 
use  of  real  property  but  may  be  relevant  in  computing  the 
amount  of  compensation  for  that  burden  to  that  agency  when 
it  is  determined  that  those  revenues  are  a  fiscal  benefit 
to  that  agency,  ^5&w~*" 

With  these  policies,  regarding  the  scope  and  principles  to  be  used  in 
making  recommendations,  in  place,  the  Impact  Aid  Program  and  each  of  the 
components  of  the  program  could  be  evaluated  in  accordance  with  the  ' 
following  questions: 

(1)  What  was  the  original  premise  underlying  the  program  and  each 
component  thereof? 

(2)  *  What  were  the  circumstances  sulWunding   that  original  premise? 

(3)  Were  the  assumptions  upon  which  the  original  premise  was  based 
valid?= 

(4)  What  circumstances  affecting  the  validity  of  £hat  premise  -have 
changed?  J 

•     '  "      V,  m 

(5)  Have  those  circumstances  so  changed  as  to  affect  the  validity  of 
the  premise?  ... 


Si 


(6)  Is  the  original  premise^ 3till  valid?"* 

'  (7)  Ifso,  what  modifications  in  the  program  ace  necessary  to  reflect 
more  accurately  the  policy  implications- of  that  premise?  _-r  ~ 

_    -     :  .  ^  *  .  ~  f 

(8)    If  the  primFse  is  no  longer  valid  ,  what  changes  'are  necessary? 

It  was  with  this  approach  the  first  evaluation  Vas  made:  should  the 
program: continue?  <  ^  / 

The* Impact  Aid  Program  was  based  on  the  assumptions  that  — 

(1)   Federal  property  is  -  exempted  fronh  taxation  by  State  and  local 
governments ,  under  the  Constitution;  •  ?  - 

{2)  the  tax*«exempt  status  of  Federal  property^  deprives  local  govern- 
ments, which  rely  upon  real -property  taxation  for  revenues,  of  neces- 
sary revenues  for  the  support^  their  operations;  -  ^ 

*  y  ° 

(3)  local  educational  agencies  are  to  a  great  degree  reliant  upon^real 
property  taxes  for  the  local  share  of  the  revenues  -necessary  to*  sup- 
port the  operation  of  public  schools; 

(4)  under  the  pattern  of  school  finance  in  the  United  States  under  the 
Jaws  of  the  States,  roughly  50  percent  of  revenues  from  real  property 
taxes -  a*e  darlyed  from  taxes  on  residential -property,  while  the 
remainder.  Is  derived  from  commercial,  industrial/" and  utility  property 
taxes  {which  are  on  places  of  employment) ; 

(5)  as  a  matter  of  fairness,  Federal  prooerty  should  be  treated,  in  so 
far  as  practicable,  in  the  same  manner  a? private  propWty 


*{6)  Federal  activities,  whether  or  not  associated  with  Federal  proper- 
ty, place  children  in  the  schools  of  local  educational  agencies 
without  the  commensurate  amount  of  local  revenues  necessary  to  provide 
for  their  education;  *  % 

(7)  both  the  exempting  of  property  from  taxation  and  the  placement  of 
-    children  in  public  schools  constitute  a  financial  burden  upon  local 

educational  agencies;  ^\ 

(8)  there  should  be  compensation  to  local  educational  agencies  for 
each  federally-connected  child  so  that  the  amount  available  to  support 
the  local  school* of  the  cost  of  education  for  each  such  child  is 
roughly  equivalent  to  that  which  local  taxpayers  pay  for  the  local 

'  sh^te  of  the  cost  of  educating  a  child;  and  * 

(%)  the  local  share  of  the  cost'  of  educatiorf  should  be  determined 
under  the  laws  of  the  States, 
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These  .assumptions  were  examined  and  found  to  have  been  valid  and,  in 
general,  to  be  valid  at  this  time.  .On  the  basis  of  this  examination, 
the  Commission/  at  the  ..Sixth  Meeting,  adopted  policy  findings  upon 
which  recommendations  were  to  be  developed  as  follows:    \  ' 

:  (1)   that,  under  a  federal  system  of  government,  there  *  - 

are   constitutional    reasons   for    ita  continuation   in  * 
that  it  is-one^means  by  which -t  he-Congress  may  miti~ 
«.  .gate  the  adverse  effects  upon  the  States  and3  their 
-   '  loc^l  educational  agencies,  which   result  from  the* 
exercise  of  the  power  of"\he  Federal^ Government , 
thereby   limiting   the  potential   for   conflict  between' 
0  tHe  necessary  and  proper  exercise  of  power  by  the* 

Federal  Government  and  the  , right  of  the  States  and 
their  subdivisions  to  exist,  which^conf lict  could 
arise  as  a  natural  consequence  of  the  division  of 
sovereignty  made  by  the  Constitution  with  a  federal 
system  of  government;. 

(2)  that,  even  though  there  are  changed  circumstances 

which  affect  the  underlying  ^remise^of  the  program,  * 
those  premises   have  validity  at   this  time  and  will  - 
continue  to  have  validity  so  long  as  taxation  of  real  ' 
property  forms  the  Basis  of  support  for  the*  operation 
of  public  schools,   or  so  long  as-  Federal  activities 
impose  a  burden  on  thc^se  schools;  7 

(3)  that,  since   T950,  approximately  half  of  the  real 
ss#*   property  tax  required  to  meet  the  local  share  o£  the 

„    '  cost  of  educating  a  child  is  derived  from* taxation  of 
^  ^residential  property  and  half  from  taxation  of  .commer- 
cial or  Other  real  property"!  thus  payments  should  be 
made   by  Jpe  Federal  Government  to  local  educational 
*    _    agencies  %n  the  basis  of  the  use  of  "Federal  property*   "  " 
^th.  a§  \  place  'of  employment  and • as  a  place  of 

*  r%e§idence  Vnc?   tftose^p&ymentX  should  be  cQmputedf  to 
provide  alJ\of  the  local  cost  of  "educating  a  child  who 

*  both  resides,  on  Federal  property  and  resides  with  a 
parent  employed  on  Federal  property  -and  half  of  timt 
cost  for  a  child  who  either  resides  on  Federal  proper- 

•  ^  ty  or  resits  with  a  parent  employed  on  Federal 

property; 

{4^   that  £hete  is  no  Substantial  Evidence  before  this 
CoffihisSi^n  at  this  time  which  supports  the  contentiep 
tjiere  are  net  economic;/  benefits  to  local  educa- 
agencies  arising  frof  Federal  activities  which 


mi^l^te  the  burden  impdsfb  upon  those*  agencies  by 
those* activities;  and 
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(5)    that,   because  of  amendments  -adopteH  since  ?95G, 
^  changed  cirqums.tances,  more  nearly  complete  informa- 
tion, and  improved  analytical  techniques,  refinements 
of  the  program  are  possible  and  should  be  undertaken.  * 

during  the  course  of  the  evaluation  of  the  program  changed  circumstances 
were  found  which  were  so  substantial  as  to  require  modifications  in  the 
program.  These  changes  involve^  further  development  in  constitutional 
law  regarding  intergovernmental  tax  immunities  and  the  £ower  of  the 
Pederal  Government  with  respect  €o  the  functions  of  the  States,  develop- 
ments within  the  Impact  Aid  Program  which  implicitly  incorporated  the 
concept-  of  adequate  level  of  education,  incipient  movements  toward 
reform  «of  t school  finance  laws  within  .the  States,  changes  in  congression- 
al attitudes  with  -  respect  to  the  extent  that  entitlements  should  be 
satisfied,  and  improved  analytical  techniques- which  make  possible  the 
measurement  of  fiscal  burdep  on  the  basis  of  empirical  evidence.'  * 

On  the  basis  of  these  changed  circumstances  modifications  of  the  exist- 
ing program m  were  explored  and  recommendations  were  developed.  Two 
modifications   are   so   extensive   that   they   affect   most   facets   of  tff§ 

program,    tfhese  are  reflected  in  the  following  policy  findings:     "  " 

-  ^* 

(1)  that  there  is  an  obligation  of a  the  Federal  Govern- 
ment which  arises  from  fc*oth  revenue  burdens  and  ser- 

jjf  vice  burdens  placed  upon  local  educational  agencies; 

(2)  that  the  degree  to  which  that  obligation  requires 
compensation  by  the  Federal  Government  should  be  based 
on  consideration  of  the  burden  placed  on  local  units 

of  government  and  the  cost  of  providing  an  adequate  ^ 
level  of  education  for   federally-connected  children;  •  - 

and  ,  /    4  - 

-    (3)  that,  in  determining  the:  amount  x>£  compensation  to 

local  educational  agencies  for   that  burden,   the  net       *:  • 
economic  'benefit   conferred  by  Federal   activities  on 
*         local  educational  agencies  may  be  taken  into  consider-^ 
ation.  '  \ 

Critical  to  ^n  understanding  $f  whether  ^Federal  activities  constitute  a 
burden  on  Ideal  - pducationai  agencies  and  "whether  the  economic. benefits 
conferred^  by  ^activities  compensate  €oif  that*  burden  was  the  development 
of  analytical  techniques  in  the  field  of  , economics*  which  make  possible 

"the  measurement -of  burden  insight  of  the  benefits  conferred,    h  model,  % 
for  measuring  netburden  was  developed  by  the  Commission  and  tested  in  a 
number  of  cases.     This  model  was  examined  by  leading  authorities  in  the, 

Afield  of  economic  ejpects  of  military  bases  %and  was  found  theoretically 
sound.     The  information  availal^e  krom  the  use  of  that  model  st$gests 
tftat  there  is  a  net  burden  resulting .from  Federal  activities*  *  ' 
<r  '  ,  .  • 


Since  this  issue  is  critical  'to  this  evaluation,  the  economic  impact 
study  is  treated  separately,  as  a  research  method. 

Upon  adoption  of  the  'policy  finding  that  the  Impact  Aid  Program  should 
continue,  a  presumption  Was  placed  in^favor  of  the  program  as  it  now 
exists  and  a  decision  was<  made  that  recommendations  in  favor  of  modifi- 
cations should  be  based  lipon  substantial  evidence,  except  in  cases  where 
conflicts  in  policy  ^plications  required  resolution,  in  which  cases  the 
policy  with  the  higher  priority  or  more  direct  connection  with  the  issue 
would  prevail.  • 

In  summary,  those  policies  are  as  follows: 

(1)  "  tjiat  the  Impact  Aid  Program  should  be  continued  with  refinements 
and  modifications,  as  may  be  appropriate; 

(2)  that  budgetary  considerations  should  not  be  a  factor  in  determin- 
ing the  amount  of  entitlement  (assessing  ^rden  and  compensation 
therefor)  but  may  be  a  factor  in  allocating  funds  when  appropriations 
are  insufficient  to  satisfy  all  entitlements;  and 

.  i3)  that  the  Federal  Government  should  be- neutral  with  respect  to  the 
merits  of  the  laws  of  the  States. 

—  —    -    ~  D.  METHODOLOGY  OF-  THB  ECONOMIC-  -IMPACT-  STUDY-  -  — — — 
Introduction  .  * 

The  Commission  conducted  an >  economic  impact  study  in  order  to  measure 
the  fi^sc&l  impact  of  Federal  facilities  on  local  educational  .agencies. 
The  goal  of  the  study  was  to  determine  whether  a  Federal  presence  in  a 
community  confers#a  benefit,  or  places  a  burden,  upon  the  finances  of 
local  educational  agencies.  Tkis-  study^ attempted  an  intensive  effort  to 
evaluat^whether  agencies  receiving  Impact  Aid  receive  a  net  economic, 
benefit  or  burden  from  the  presence  of  the  Federal  Government, -in  their 
community.  .  I 

Economic  impact  of *  Federal  activities  on  local  educational  agencies  £s 
important  to  a  study  of  Impact  Aid  for  at  least  two  reasons: 

&  Eligibility  for  Impact  Aid  under  section  2  of  the  statute  depends 
directly  on  whether  a  local  educational  agency  receives  a  net  eco- 
nomic-benefit or  burden  from  the  Federal  presence."  From  the  original 
statute  to  the  1978  amendments,  the  legislation  has  provided  for 
entitlements  only  £f  revenue  gains  from  the  facility  failed  to 
"substantially  compensate*  for  revenue  losses. -  According  to  the 
,  statute,  the  local  educational  agency  is  entitled  to  receive  an 
amount  "equal  to  the  continuing  Federal  responsibility  for  the 
additional  financial  burden  wfth  respect  to  current  expenditures 
placed  on  such  agency  by  such  acquisition  of  property,"  That  princi- 
ple has  remained  unchanged  for  thirty  years  while  other  portions  of 
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th  e  statute  have  been  amended  repeatedly.— 


11/ 


The  Education  Department  has  based  its  proposed  program  cuts  for 
fiscal  1981  in  part  on  the  rationale  that  a  Federal  installation 
confers  a  net  economic  "benefit  or^  a  locality; — ?  Presidents  since 
Eisenhower  have  frequently,  justified  cutbacks  by  claiming  that 
revenue  gains  from  the  facility  do  exceed  losses.  Local  educational 
agencies  have  countered  by  asserting  the  ^opposite — that  Federal 
installations    impose   a   net   burden   on   local  educational  agencies. 

How  does  the  mode>*jraeasure  burden?  "  A*Federal  facility  influences  the 
finances  of  a  local  (educational  agency  by  affecting  its  expenditures  and 
revenues.  Schoolchildren  associated  with  the  facility  add  to  the 
agency's  ^penditures.  Employees  affiliated  with  the  installation 
contribute  to,  the  local  tax  revenqe  of  the  agency,  though  the  facility 
itself   contributes   no  property    tax   revenue,.      The   installation  also 


VSJ  The  statutWprovides  that  when  the  Federal  Government  has,  'since 
1938,  acquired  property  constituting  at  least  ten  percent  of  the 
assessed  valuation  of  a  district,  the  local  educational  agency  for 
-that  district  is  eligible  for  section  2  aid  if  the  Federal  acquisi- 
tion  "has  placed  a  substantial  and  continuing  financial  burden  on 
such  agency. ..and... [the],  agency  is  not  beting  substantially  compen- 
sated for  th£  loss  in  revenue  resulting  from  such  acquisition  by 
increases  in  revenue  accruing  to  the  agency  from  the  carrying  on  of 
Federal  activities  with  respect  to  the  property  so  acquired..." 
{Pub.  L.  No.  874,  Eighty-First  Congress,  §2,  20  O.S.C.  36  (1950).) 
The  local  educational  agency  is  entitled  to  receive  any  amount 
according  to  the  statute,  "equal  to  the  continuing  Federal  responsi- 
bility for  the  additional  financial  burden  with  respect  to  current 
.  expenditures  placed  on  such  agency  by  such  acquisition  of  property." 
(Id.)  . 

W  Commissioner  of  Education,  William  Smith,  testifying  at  the  Commis- 
#  sionfs  first  hearing  in  Washington,  D.C.  on  January  31,  1980,  saidi 

Over  the  past  15  years  there  have  been  -two  major  mandated 
studies  of  the  Impact  Aid  Program.,,,  .While  each  study 
has  recognized  the  existence  of  a  Federal  impact,  none 
has  been  able  to  do  mugh^with  the  question  of  the  degree 
of  net  impact  of  Federal  installations  &n  the  community. 
%>    We  do  know  that  Federal  installations  are  actively  nought  , 
by  communities....  This  is  done  with  the  full  knowledge  = 
that  Federal  property  is  ^ta?  exempt  and  that  the  influx  *  - 
6f  new  workers  and  their  families  may*require  additional 
services.***  * 

The  assumption  must  be  made,  therefc&e,  that  most  commu- 
nities consider  such  activities  *a  net  economic  plus.  A*** 
(Transcript  of  Hearing  before  the  Commission  on  the 
Review  of   the   Federal   Impact   Aid  Program,  Washington, 
D.C.%  7  (January  31  ,  1980).)  .  ' 


r 
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w:m  affects  State  educational  aid  to  the  agency*  most  State  aid  formulas 
increase  assistance  as  the.  assessed  vaulation  per  pupil  in  a  [district 
decreases*  • 

.    '       A  . 

When  a  facility  increases  agency  expenditures  more  than  it  incfeases  the 
agency's  revenues,  the  effect  of  the  facility  is  to  impose  a  burden. 
Tfaen  federally-attributable  revenues  exceed  f ederally-attributable 
expenditures,  the  facility  has  conferred  a  net  benefit. 

In  determining  the  Federal  burden,  the  study  focused  on  the  age'^y's 
current  expenditures,  i.e.,  its  maintenanbe  and  operation  costs. 
Impacts  on  capital  costs  were  not  examined  both 'because  the  Impact  Aid 
statute  reimburses -agencies  on  the  basis  of  current  expenditures  and 
because  the  cost  of  construction,  like  otheift  overhead  costs,  cannot  be 
divided  up  and -attributed  to  federally-connected  pupils, 

\  - 
In  considering  Federal  contributions  to  revenue,  the*  study  disregarded 
the  effect  of  the  facility  on  categorical  Federal  aid.  Agencies  have  no 
discretion  in  determining  how  categorical  funds  are  spent  because 
Federal  regulations  direct  the  funds  td  specialized  needs.  Though  the 
Federal' presence  may  affect  the  level  of  categorical  Federal  aid)tK&se 
funds  are  provided  on  the  basis  of  other  criteria  and  may*  not  be  used 
for  school  maintenance  and  operation  expenses;  therefore,  the  study 
assumed  that  they  do  not  affect  ~the  fiscal  status~of  a  local  educational 
agency* 

While  it  is^  necesssfry  to  consider  the  -current  effect  of  the  Federal* 
facility,  the  true  impact  of  the  installation  can  hot  be  captured  unless 
it  is  considered  in  historical  context*  Most  sites  occupied  by  Federal 
facilities  would  have  been  used  for  purposes  ranging  'from  residential 
and  commercial  to  agricultural  or  industrial  uses-  In  many  cases,  a 
variety  of  uses  would  have  been  made  of  the  site,  depending  on  the 
quality  of  the  site.?  the  growth  of  the  region,  and  the  needs  of  the 
area. 

Like  the  Federal  fai^ti^y,  alternative  use  of  the  -site  would  have  gener- 
ated expenditures  anS^evenues  for  the  local  educational  agency.  Resi- 
dents would  have  paler  taxes  and  would  -have  had  children  attending  public 
schools.;;  In  contrtet  to  the  Federal  installation,  industrial,*  commer- 
cial, ^^^?dtcultural  establishments  on  the  site  would  have  provided 
property        Avenue  for  the  local  educational  agency,  * 

The  net  benefits' to  the  agiancy  from  alternative  use  of  the  Federal  site 
are^what  economists  refer  to  as  "opportunity  costs."  These  costs  stem 
from  opportunities  sacrificed  J>ecau§e  a  resource  was  not  used  in  the 
a&st  productive  way  that  is  possible.  £fie  full  cost  of  a  resource  is 
the.  sum  of  its  direct 5and  opportunity  costs,  For  example,  in  deciding 
whether  or  not  to  attend  college,  a  prospective  student  should  consider 
not  only  the  direct  cost  of  attending  school  but  also  the  wages  he  could 
be  earning  if  he  chose  to  work  instead. 
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The  Commission  study  incorporated  the  opportunity  cost  for  legal  as  well 
as  economic  reasons*  Section  2  of  the  Impact  Aid  statute  provides 
guidance  on  l:he  treatment  of  Federal  ownership  of  land.  it  requires 
jthat  the  entitlement  of  an  agency  *shall  not  exceed  the  amount  which 
such  agency  would  have  derived. .  ,ariT^uld  have  had  available  for  cur^ 
rent  expenditures  from  the  property  acqikred  by  the  United  States.*—' 
In  other  words.  Federal  compensation  shotld  take  into  account  alterna- 
tive use  of  the  site. 

A  determination,  of  how  much  property  tax  revenue — as  well  as  education 
costs  and  Stat¥*  aid— would  be  generated  if  there  were  no  Federal  facil- 
ity requires  informed;.projection  about  how  that  site  would  have  been 
used.  Parallel  compilations  then  reveal  the  fiscal  impacts  of  Feder41T 
facilities  and  alternative  site  use.  A  comparison  yields  the  net  impact 
of  Federal  property  acquisition,  .  i 

The  primary  consideration*  then,  is  how  a  facility's  fiscal  impaction  a 
local  educational  agency  compares  with  the  fiscal  impact  the  site  would 
""""N^ave  had  if  the  Federals  facility  were  4not  there?  More  specifically, 
what  is  the  difference  between  the  net  expenditures  imposed  by  the 
facility  and  the  net  revenue  generated?  The  calculation  of  true  burden^ 
i&  made  by  comparing  the  burden  or  benefit  of  the  base  with  the  burden 
■or  benefit  under  alternative  use*    That  is: 

# 

Net  Burden'-  (Expenditures,  Base  -  Revenues,  Base) 

-  (Expenditures,  Alternative  Use^-  Revenues,  Alternative  Use) 

Federal  _  impact  can  also  be  computed  by  comparing  the  difference  of 
expenditures  under  present  and  alternative  use  with  the  difference  in 
revenues  under  present  and  alternative  use.    That  isi 

^et  Burden  =  (Expenditures,  Base  -  Expenditures,  Alternative  Use) 

-  {Revenues,  Base  -  Revenues,  Alternative  Use) 

When  local,  site-specific  data  are  used  for  this  computation,  the  result 
.  is  the  most  precise  estimate  poss±bl£_.of  the  trfie  impact_o£  the  Federal 
facility  on  the  local  educational  agency.  It  shows  the  fiscal  effect  of 
the  Federal  acquisition  of  property  that  would  have  been  used  for  ot&r 
purposes. 


j_3/  The  report  on  the  original  bill  from  the  House  Committee  on  ..Educa- 
tion and  Labor  added  that"  the  Commissioner,  in  determining  the 
amount  of  entitlement  under  sec&ion  2?P^may  consider  various  factors 
indicating  the  actual  current,  effect  of  t£h  property  Requisition 
upon  the  local  agency  in  terms  of  its*  abirity,  with  the\ sources  of 
revenue  available  to  it,  toNaeet  its  educational  cost^  and  the 
present  impact  of  the  acquisiticfiTt^a  its  cost  and  ability  to  fleet 
them."  * 

* 

.  The  Commission  used  fiscal  year^1979  data—the  most  recent  year  for 
which  data  was  consistently  available—to  determine  economic  impact 
of  Federal  activities  on  local  educational  agencies^  •  m  , 
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The  Study  Sample 

The  economic  impact  study  focused  on  the  impact  of  military  bases  on 
local  educational  agencies.  The  Commission  chose  to  examine  the  effects 
of  military  bases—and  no  other  types  of  Federal  facilities—for  the 
following  reasons;' 

11  The  Impact  Aid  statute  was  designed  in  1950  to  help  local  educa- 
tional agencies^  cope  with  fiscal  problems  resulting  primarily  from  the 
presence  of  railitar^bases  within  their  school  districts, 

o&  This  statute  was  the  culmination  of  a  decade  of  piecemeal  attempts  by 
Congress  to  provide  relief  to  local  educational  agencies  with  military 
bases  established,  for  the  most  part,  during  World  War  II.  In  1941, 
Congress  passed  the  Lanhara  Act,  .which  was  designed  to  tide  over 
federally-affected  agencies  througtrthe  end  of  the  War.  Readjustment 
to  peace-time  conditions  _occured  more  slowly  than , expected,  however, 
and  Congress  provided  assistance  for  maintenance}  and  operation  of 
schools  each  year  fron?  '1946-1950.  Each  year's  authorizing  legislation 
explained  that  the  intent  of  Congress  was  -to  withdraw  Federal  aid  as 
soon  as  possible.       *  .  -  .  — 

.In  1949,  the  House  Committee  on  Education  and  Labor  appointed  two 
subcommittees  to  study  the  issue,  .  The  subcommittees .  -studied  410 
~  school  districts,  or  about  70  percent  of  the  f ed-efaXTy-af f ected 
agencies  in  the  United  States.  Military  bases  were  the  type  of 
Federal  installation  in  over  75  percent  of  the  410  districts  examined 
by  the  subcommitees.-  the  findings  and  recommendations  of  .the  subcom- 
mittees laid  the  groundwork  for  the  1950  Impact  Aid  statute, 

A  decade,  of  legislation  aimed  at  agencies  with  bases,  and  the  extent 
of  military  impaction  in  1950  i^th_jji&icafce  that  the  statute  was,  for 
the  most  part,  a  response  to  problems  created  by  military  bases 
located  in  school  districts. 

—  2}  Today,  Impact -Aid  on  behalf  of  children  associated  with  military 
bases  is  by  far  the  largest  part  of  the  program.  Over  half  of  the 
Public  Law  874   funds  go  to  schools  serving  children  connected  with 

^ifcbases,  ^he  next  largest  group  triggering  Impact  Aid  payments  is 
^Indian  children!  schools  educating  Indian  children  receive  about 
one-eighth  of  the  Public  Law  874  funds. 

* 

In  1979,  nearly  $700  million  ^as  distributed  to  local  educational 
agencies  with  federally-connected  children?  over  $350  million  was 
spent  to  cover  children  associated  with  military  basea,  •  Schools 
serving  Indian  children  accounted  For  about  $90  million.—' 


S 


J_4/  This  information  was  supplied  by  the  Division  of  Sdhool  Assistance 
in  Federally  Affected  Areas  ,(SAFA) ,  Department  of  Education. 
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3}  The  National  Planning  Association  desigitea^o  economic  impact  model 
for  the  Department- of  Health,  Education,  Sid  Welfare  in  1974  to 
measure  the  impacts  of  military  bas.es.  Its  report  was  filed  nine 
years  after  the  Stafford  Research  Institute  applied  a  more  general 
economic  impact  model  to  fiv§.  local  educational  agencies,  most  of 
which  housed  military  bases.  Though^the  National  Planning  Association 
model  was  devised  to  measure  impacts  on  the  community,  and  not  thg 
local  educatonal  agency,  the  Commission  adapted  many  of  its  sugges- 
tions. , 

* 

The  National  Planning  Association  model  incorporated  a  number  of 
distinctive  features  of  military  bases.  Among  these  were  fcon-wage 
.military  income,  the  fiscal  effect  of  on-base  residency  and  purchases, 
the__dif ferent  multipliers  for  military  and  civilian  personnel,  and  the 
concept  of  alternative  use.*  A  model  that  tried  to  study  the  opportu- 
nity costs  of  land  put  to  other  Federal  use — e.cj*  Indian  reservations 
— woul4  encounter  different  features  and  problems;  the\^ge  of  Indian 
reservations  and  the  legal  complexity  of  United  States-Indian  treaty 
obligations  would  make  the  task  both  different  and  difficult.  ; 

The  Commission  selected  for  its  study  sample  four  school  districts! 
Bellevue,  in  Bellevue,  Nebraska?  Douglas,  in  Box  Elder,* South  Dakota; 
Chambersburg,  in  Chambersburg,  Pennsylvania;  and  Escambia  County,  in 
Pensacola,  Florida,  All  house  military  bases.  These  districts  satisfy 
each  of  %he  eritner reestablished  by  the "Commission  for  its  gtudy  sample. 
Those  criteria  were  as  follows! 

1)  Heavy  Impaction.  The  study  examines  local  educational  agencies 
with  a  substantial  percentage  of  base-connected  plpils.  These 
agencies  are  the  most  dependent  on  Impact  Aid  and  therefore  stand  to 
lose  the  most  from  budget  cuts*  In  addition,  the  rarige  of  error  in  a 
study  of  more  impacted  districts  could  be  largersthan  in  a  study  of 
less  impacted  districts  without  the  ultimate  outcome  being  affected. 
The  Commission  anticipated  that  the  result  of  each  case  study*-wh ether 
a  benefit  or  burden— would  be  substantial  in  a  heavily  impacted 
district.  The  magnitude  of  the  outcome  would  allow  conclusions  to  be 
drawn  with  greater,  confidence. 

i  ^ 

The  percentage  .  of  base-connected  'children  in  each  district  is  as 
follows : 

Box  Elder,  South  Dakota. ...... 79  percent 

Bellevue,  Nebraska, .......... .66  percent 

=  Chambersburg,  Pennsylvania. ... 20  percent 

%  ~  Escambia  County,  Florida...... 19  percent 

2)  Diversity.  Two  of  the  districts,  Bellevue  and^Douglas,  are  *Super 
A"  i districts  where  over  %p  percent  of  the  pupils  are  the  childten  of 
military  personnel  living  on  b^se.  A  third  district,  Chambersburg,, 
has  a  large  number  of  civilian  "B*  students,  the  children  of  civilian 


base  employees— living  off  base;  about  19  percent  of  the  pupils  are 
civilian  *Bfs,tt  Escambia  County,  the  fourth  district/  has  a  substan- 
tial number-  of  both  military  and  civilian  *Bir  students:  about  eight 
percent  of  its  student  population  are  military  ^B's*  and  nine  percent 
are  civilian  "Bfs.* 

.  Two  of  the  ^Ustricts  are  located  in  rural  areas  and  two  in  metropolis 
*    tan  areas.— / Douglas,    a    "Super    A*    district,    and   Chambersburg  £re 

both  located  in  rural  areas;  Bellevue,  also  a  *SujRr  A"  district,  and 

Escambia  County  are  parts  of  metropolitan*  areas* 

4 

The. variation  is  described  in  the  .fallowing  table:         •  ■ 


•> 

.  SUPER  A  ) 

HEAVY 

B 

| 

Civilian 

1  Military  * 

1  Rural 

Dougfas  ( 

Chambersburg 

i  1 

t  Metropolitan, 

Bellevue  I 

Escambia  ttounty 

!  Escambia  County  ' 

3)  Geographical  Distribution.  Districts. from  different  regions  of  the 
country  were  selected  in  an  attempt  to  further  diversify  the  sample. 
Of  the  four  distxict/s/  one  each  is  from  the  Northeast,  the  South,  the 
Midwest,  and  the  West.  > 

4)  Independent  Sc^ool^Distgicts. *The  study  focuses  on  local  educa- 
tional agencies  with  independent  revenue-raising  authority  to  simplify 
the  task  of  isolating. ,  base-attributable  "revenues  and  expenditures. 
Dependent  local  educational  agencies  do  not  raise  their  own  revenue? 
the  revenue  is  ra^ed  by  another  governmental  unit—usually  -the  city 
government —and  then  distribu£ed  to  lodal  educational  agencies.  This 
extra  step  complicates  determination  of  base  impact  because  the 
percentage  of  revenue  passed  on  to  the  agency  may  vary  from  year  to 
year*  Identification  of  base  contributions  to"  educational  revenue 
would  be  more  time  consuming  and  probably  less  reliable  if  the  educa- 
tion portion  of   the  dity  budget  varied  substantially.  Independent 

15/  The  study  uses  the  U.S.  Census  definition  of  metropolitan  area  (or 
SMSA — standard  Metropolitan  Statistical  Area)  to  classify  the 
locations  of  school  districts.  The  Census  definition  of  a  metropol- 
itan area  is  as  follows; 

Except  in  the  New  England  States,  a  standard  metropolitan 
statistical  area  is  a  county  or  gjoup  of  contiguous 
counties  which  contains  at  least  one  city  of  50,000 
inhabitants  or  more,  or  "twin-cities*  with  a  combined 
population  of  at  least  50,000.  In  addition  to  the  county 
or  counties  pontaining  such  a  city  or  cities,  contiguous 
counties  are  included  in  an  SMSA  if,  aecording-to  certain 
criteria,  they'are  socially  and  economically  integrated 
.with  the  central  city. 
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districts  are  also  far  more  numerous  than  dependent  districts t  over  9a 
percent  of  public  school  systems  are  independent,—' 

5*  Single  Federal  Facility-  The  Commission  chose  districts  with  one 
major  military  base  and  few  Federal  installations  other  than  thebase. 
Districts  with 'just  one  military  base  <were  selected  because  the  time 
required  to  collect  data  from  several  bases  and  perform  many  more 
calculations  would  have  cut  down  on  the  number  lof  districts  that  could 
have  been  studied*  The.J^mmission  also  avoidld  districts  with  major 
non-military  installations  because  an  analysis  of  the  basefs  impact  on 
the  local  educational  agency  would  describe  only  one  part  jof  the  total 
Federal  impact, 

s 

i 

Both  Chambersburg  and  Escambia  County  have  pupils,  living  in  low-rent 
public  housing,  but  in  neither  district  do  these  pupils  constitute 
more  than  four  percent  of  the  student  population.  Esfcambia  County 
also  educates  a  small  number  of  pupils  whose  parents  work  on  a  base 
located  several  counties  to  the  east.  .  * 

6)  Availability  of  Data,  Only  those  districts  were  chosen  for  which 
reliable  data  about  the  school  system,  military  base,  and  local  areas 
were  readily  available.  While  information  abqjut  the  district  and  town 
are  generally  collected  at  the  Federal  level'and  therefore  of  fairly 
uniform'  quality,  key  information  about  personnel  working  on  base  is 
provided  by  each,  base.  The  quality  of  the  data  varied  widely  from 
base  to  bpse,  and  those  districts  that  were  selected  had  bases  thmt 
kept  relatively  complete  data, 

Data  Collection  *  * 

Commission  staff  visited  the  four  sites  under  study  to  gain  an  under- 
standing of  the-dynamics  of  the  area  and  to  obtain  the  most  precise  and 
reliable  data  available.  While  Federal  statistics  provided  much  of  the 
information,  some  essential  data  could  be  collected  only  by  interviewing 
m  local  officials.  The  key  people  interviewed  during  the  two-to-three  day 
site  visits  were  the  business  manager  of  the  local  educational  agency, 
the  military  comptroller,  the  county  tax  assessor,  the  city  and  county 
planner,  and  local  historians, 

Some  of   the   important  data  obtained   from  these  sources   included  the 
following! 

i 

(1}  From  the  business  manager  of  the  local  educational  agency:  data  on 
the  number  of  children  from  each  Federal  installation  and  how  many 
were  military  or  civilian,*  per^pupil  cost  figures  for  the  State  and 
for  comparable  school  districts-  the  tai  structure  of  the  local 
educational   agency  and   the   amount   of    revenue   raised   by   each  tax; 

J6/  There  are  15,115  independent  school  systems,  as  opposed  to  1,388 
dependent  school  systems.  Bureau  of  the  Census,  U.S.  Department  of 
Commerce,  1977  Census  of  Governments*  Finances  of  Schools  Districts, 
vol,  4,  no.  1,  at  1  ^1979) .  ~ 
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and,  finally,  the  State  aid  formula,  how  it  worked,  and  how  much 
revenue  it  provided  to  the  agency; 

(2)  From  the  military  base  comptroller  t  the  number  of  base  employees 
living  on  base,  in  the  school  district,  and  in  the  county  (or  SMSh) ; 
the  percentage  of  those  employees  that  were  military  and  civilian  in 
those  areas,  and  their  average  salary;  and  the  amount  of  on-base 
sales; 

(3)  From'  the  tax  assessor?  the  percentage  of  district  prbperty  tax 
revenue  from  residential  and  commercial  sources;  the  mean  assessed 
valuation  of  agricultural  and  industrial  property;  tax  treatment  of 
mobile  homes  and  their  average  yield;  and  the  number  of  mobile  homes, 
automobiles,  and  recreation  vehicles  owned  by  military  employees; 
and  *  * 

(4)  Fran   the  city  and  county  planners,   and   from  local  historians, 

topographers,  or  regional  economises:   projections  about  fyDw  the  base 

site  might  otherwise  have  been  used  had  the  Federal  Government  not* 

moved  in.    Where  the  establishment  of  the.  base  predated  World  War  II 

so  that  the  development  of  the  base  and  the  area  have  been  closely 

intertwined,   the  Commission  requested  projections  about  how  the  site 

would  be' used  were  the  base  to  shut  down  in  the  near  future* 

* 

In  raising  this  question,  the  Commission  was  guided  by  tenets  of 
economic  geography,  wjiich  attempts  to  understand  how,  land  is  allocated 
among  the  many  activities  that  could  be  competing  for  it.  This 
discipline  assumes  that  land  use  is  shaped  by  systemic  forces,  rather 
than  unpredictable  human  decisions.  The  Commission  therefore  asked  - 
local  land,-use  experts  to  project  alternative  site  use  with  twf> 
perspectives  in  mind:  1 

# .What   uses  does  the  site   i£self  seem,  conducive  to,   taking  into 
account  its  topography,  geology,  and  resources? 

m  What  has  been  the  pattern  of  development  in  the  surrounding 
region?  ^ 

\ 

The  Ccissission  sought  to  achieve  some  certainty  and  consensus  ^by 
requesting  estimates  within  a  range  of  values.  \The  result  ^as  a  range 
of  projections  about  how  the  site  would  have;  been  divided  up  among 
residential,  commercial,  agricultural,  and  industrial  ^uses,  The 
Conanission  was  then  able  to  estimate  the  fiscal  impacts  of  the  site's 
alternate  use.  The  key  assumption  that  had  to  be  made ,  to  complete 
this  calculation  was  that  the  practices  of  the  local  educational 
agency  and  the  State  would  have  been  the  same  as  they  are  today, 
and  that  the  per  capita  income  and  number  of  unemployed  in  the  area 
would  also  have  been  the  same.  Thus,  the  study  used  current  data  for 
variables  such  as  tax  rate,  assessed  valuation  ratio,  per-pupil  cost, 
State  aid  formula,  the  number  of  unemployed,  and  average  county 
income . 


9„ 


The  Economic  Impact  Model 

A  thorough  ^ncjerstanding  of  the  model  itself  requires  an  examination  of 
.  its  internal  Ibgic.  The  discussion  that  follows  begins  with  an  analysis 
of  the  structure  of  the  model*  The  most  important  calculations,  are 
presented  in  Nummary  form;  a  more  extensive  and  detailed  presentation  is 
given  in  Appendix  G.  » 

Following  the  analysis  of  the  model's  structure,  the  most  important 
assumptions  of  the  model  are  discussed  to  show  just "where  generaliza- 
tions had  to  be  made.  Like  any  model,  the  economic  impact  model  relies 
on  these  assumptions  to  simplify  reality  so  that  the  total  economic 
process  can  be  described. 

As  part  of  this  simplification,  certain  variables  had  to  be  excluded 
from  the  model*  The  l«*ast  consequential  and  least,  measurable  variables 
were  excluded  to  permit  analysis  of  the  key  interactions.  Discussion  of 
these  variables  follows  the  analysis  of  the  model's  assumptions. 

line  description  of  the  internal  dynamics  of  the  model  is  followed  by  a 
broader  evaluation  of  the  overall  model.  The  Commission  model  is  put 
v  into  perspective  by  comparing  it  with  other  models  of  its  type.  Both 
economic  impact  and  cost-benefit  models  are  analyzed  to  understand  their 
purposes  and  their  *  applications.  The  Commission  model  is  compared  with 
both  types  of  models  to  show  where  it  adheres  to 'the  norm  and  where  it 
deviates. 

A  summary  of  the  results  of  the  model  is  then  presented  to' prepare  the 
way  for  the  ultimate  test  of  any  models  methodplogy:  is  the  model 
valid?  An  exploration  of  economists'  thinking  on  validation  is  under- 
taken to  try  to  evolve  a  professional  standard.,  Thi£  standard  is  then 
applied  to  the  Commission  model  to  ^determine  how  well  it  compares  to 
other  models.  Though*  insufficient  data  precludes  a  foolproof  test  of 
validity,  sufficient  evidence  has  been  gathered  to  permit  a  meaningful 
g^Aage  of  the  model Ts  value.  *  . 

The  model  measures  the  impact  of  the  base  and  of  alternative  site  use  on 
the  local  educational  agencyfs  expenditures  and  revenues,  it  determines 
the  net  impact  of  the  base  by  comparing  the  burden  or  benefit'  to  the 
agency  of  the  base  itrW^ffth  the  burden  or  benefit  of  alternative  use. 
Another  way  of  phrasing  the  same  calculation  is  that  'net  i^pqt  is 
determined  by  comparing  the  difference  between  the  expenditures  imposed 
by  the  ba^e #and. alternative  use  and  the,  difference  between  the  revenues 
^contributed  by  the  base  ana  alternative  use. 

4 

The  computation  of  expenditure  effects-  is  a  relatively  simple  operation 
involving  the  number  of  pupils,  the  employment  multiplier,  and  per-pupil 
expenditures.      The   revenue   side,   however,   is  more  complicated.  The 


mgdel  considers  four  sources  of  agency  revenue's  residential  property  tax 
revenue,,  commercial  property  tax  revenue^  general  fund  State  aid,  and 
miscellaneous  "other*  local  revenue,  which  refers  to  local  non-property 
tax  revenue.  ■  Categorical  Federal  aid  is  excluded  because  the  local 
educational  agency  has  little  discretion  qver  its  use.  - 

A  flow-chart  description  of  the  way  that  revenues  and  expenditures 
attributable  both  to  the  base  and  to  alternative  use  are  calculated  is 
shown  below:  ■  • 
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The  following  is.  a  summary  of  the  computations  required  to  determine  the 
net  economic  impact  of  a  military  base,  on  a  local^educational  agency^ 

Expenditures  ^  #     ;  * 

[Base-connected  or  Alternative  Use  Employees 
x  Employment  Multiplier  x  Pupils/Employee] 
x  Per-pupil  Expenditures 

Revenue si 

a)  Residential  Property  Tax  -Revenues  m 

ho.  pf  Base  or  Alternative  Use  Employees  x  Average  Personal  Income 
x    Income  Multiplier  x  Income,  District/Income,  County  or  SMSA 
s    Income*,  Base  or  AlternativeJJse  Employees,  District  *  ^ 

Income,  Base  or  Alternative\Use  Employees,  District/income,  District 
x   Residential  Property  Tax  Revenues,  District  * 

4    b)  Commercial  Property  Tax  Revenues  *    -  i 

No.  of  Base  or  Alternative  Qse  Employees  x  Average  Personal  Income 
x    Income  Multiplier  x  Consumption/I  ncome 
r  =    Total  Consumption,  Base  or  Alternative  Use  Employees  <  V 

{Total  Consumption,  Base  or  Alternative  Use  Employees  -  Base  Sales) 
x    Consumption,  District /Consumption,  County  or,  SMSA 
f*    Base  or  Alternative  Use  Employees1  Consumption,  District 

Base  or  Alternative  Use  Employees1  Consumption, 
v         District/Total  Consumption,  District 

x~  Commercial  Property  Tax.Revenue,  District  *  - 

e)  State  Aid 

State  aid  attributable  to  the  base  is  calculated  by  inserting  base- 
attributable  ADA  and  assessed  valuation  into  the  State  aid  /formula. 
State  aid  attributable  to  alternative  use  is  calculated  by  substitute 
ingcthe  ADA  and  assessed  valuation  of  the  site  under  alternative  use  -., 
into  the  State  aid  formula i  .  * 

d)  Miscellaneous  "Other"  Local  Revenue  ,:  - 

.Revenue  Associated  with  Income? 

Income,  Base  or* Alternative  Use/Income,  District- 
-  x    Miscellaneous  "Other*  Local  Revenue,  district    .  .     :  " 

Revenue  associated  with  population,*  " 
/Population,  Base  or  Alternative  Use/Population,  District  " 

x    Miscellaneous  "Other *  Local  Revenue,  District  .  '  ' 

*  t  *  « 

Net  Impact  -  ^ 

[Expenditures,  BeSe  -  Revenutfr,  Base]     ,  .-    /  * 

[Expenditures,,  Alternative  Uj#*-  Revenues,  Alternative  Use] 

Another  way  of  looking  at  the  same  calculation:   *  - 
*  t  *  *r 

r    f   [Expenditures,  Base  -  Expenditures, 'Alternative  Use] 

~  ^[Revenues,  Base  -  Revenues,  Alternative  Use]  -  - 
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T?he  number  of  children  in  attendance  at  the*  schools  of  a  local  educa- 
tional agency  as  the  result  of  a  Federal  activity  is  equal  to  the  sum  of 
the  number  of  schoolchildren  of  persons  employed  on  the  ifese  and  the 
*  number  of  children  of  employees  whose  jobs  were 'induced  by  the  spending' 
of  >p^e  employees  and  their  families.  The  number  of  induced  employ-  " 
ees  -  is  determined  from  the  use  of  an  employment  multiplier  that 
'calculates    the    non-Federal,  employment    in   a   community^resulting  from 

spending  by  families  of  bas'e*  emplpyees. 

p.  * 

The  per-pupil  expenditure  for  a  local  educational  agency  Lfe  determined 
on  the  basis  of  average  per-pupil* expenditures  in  the  Statein  which  the  - 
local  educational  agency  is  located  and  the  weighted  average  of  per- 
pupil  expenditures  incomparable  school  districts. 

Revenues  affected  by  Federal  activities  are  determined  by  calculating 
the  Federal  contribution  to  four  primaty  sources  "of  revenue-residential 
property  taxes,  commercial  property  taxes,  State  aid  for  local'  educa- 
tional agencies,  and  miscellaneous  "other"  local  revenue. 

Residential  property  tax  reventfes  are  calculated  by  multiplying  the 
residential  property  revenues  of  the  local  educational  agency  by  the 
percentage  of  residential  income  In  the  (  district  constituted  by  the 
income  of  base-attributable-^ employees,  , 

•» 

Commercial  property  tax  revenues  are  calculated  by  multiplying  tiie  total- 
commercial  property  tax  revenue  in  the  district  by  the*  percentage  of 
consumption  in  the  district  that  is  ^attributable  to* the  base. 

State  aid  f©r  local  educational  agencies  is  affected  by  Federal  activi- 
ties because  most  State  aid  payments  t$ke  into  consideration  the  as- 
-s^sed- valuation  of  taxable  property  and  the  number  of  children  in  the 
district  of  a  local  edueational_aqency,  When  property  is  exempted  fronb 
taxation  or  when  the  number  of  children- increases,  the  average  per-pupil . 
assessed  valuation  decreases  and  the  amount  of  State  aid  triggered  by 
the  base  incr^ses.  To  determine  the  amount  of  State  aid  attributable 
to  the  base,,  the  model  inserts  into  t£e  State  formula  the  amount  of  as- 
sessed valuation  associated  with  the  places  of  residence,  employment  and 
shopping  of  base-<^tr ibutable  employees' and  the  number^  schoolchildren 
associated  with.  tJvese  employees.  *  "  ^ 

—     '  '  v\ 

VTJ  "Induced"  refers  to  thode  employees  (as  well  %s  their  school- 
children and  income)  in  the  commercial  sector  who  were  hired  to* 
accommodate  the  spending  of  base  employees.  *  These  employees  are 
the  result  of  the  "multiplier  effect." 
J_8/  ^"Base-attributable"  refers -to  the  sum  of  "base-connected1?  and 
"base-induced,"  and  applies  to  employees,  th,eir  incomes,  their 
*\  schoolchildren,  and  their  families,  it  also  applies  to  the  expen- 
ditures and  revenues  of  the  local  educational  agency  that  have  been 
accounted  for  by  base-attributable,  families^  Also/  see  note  168, 
infra.  •  V_y  N 
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Implicit  in  this  calculation  is  the  fact*  that  the  true  measure  of  any 
Federal  burden  on  a  local  -educational  agency  is  not  achieved  because 
State  aid  programs  do,  to  some  extent,  pay  the  cost  of  FeSeral  activi- 
ties^*  The  model  does  not  attempt  to  determine  whether  the  States 
£hemselves*have  a  nefc\fiscal  burden  as  a. result  of  the  Federal  presence. 
No  method^  for  measuring  the  fiscal  benefits  received  by  the  States  frqm 
Federal  activities  has  been  devisfed;  nor  has  a  means  for  determining  how 
any  ^such  ^theoretical  benefit  accrues  to  a  particular  local  educational 
agency  bsen  devised. 


The  Federal  contribution  to  miscellaneous  Mother loca^Hrevenue,  which 
includes  local  income  'tax^s,  fees,  and  charges,  is  determined  by  multi- 
plying total  "other0  revenue  in  the  district  by  the  proportion  of  income 
orj- population  (depending  on  whether  th«  tax  is  a  function  of  income  or 
population)* comprised  by  base-attributable  employees. 

The  same  procedures'  are  used  to^jg^ulate  the  fiscal  effect  of  alterna- 
tive use  of  the  site,  except  that  judgments  are  exercised  as  to  what  the 
alternative  use  would  have  been.  Alternative  use  is  determined  on  the 
basis  of  local  experts1  projections  about  how  the  base  site  would  have 
been  used  had  there  never  been  a  Federal  presence.  When  the  Federal 
installation  was  established  before  WorldJSar  11,'however,  this  alterna- 
tive use  is  determined  on  the  basis  of  t*9w  the  site  would  be  used  if  the 
Federal  base  were  to  close.  ,  K 

*  •  *. 

Assumptions  of  the  Model  * 

A  look  at  the  key  assumptions  of  the  economic  impact  model  will  reveal 
how  its  various  threads  are  woven  together.  Assumptions  simplify  any 
model  because  they  permit  generalization^  They  spare  the  need  for 
detailed  studies  pf  eaqh  item  and  allow  the  model  t<3_  go  forward  even 
though  complete  data  may  not  be  available;  Often,  assumptions  represent 
the  best  statements  that  cap  be  made  about  problems  involving- data  that 
are  inconclusive  or  unknowable. 

V 

In  the  case  of  the  Commission  model,  thesfe  assumptions  included  the 
following: 

1}  The  model  uses  two  pfcr-pupil  expenditure  figiffies  in  detetmining 
baSe  impacts,  on  expenditures:  the  average  State  pr-pupil  cost,  and 
the  a^rage^er -pupil  cost  of  comparable  local  educational  agencies  i|i 
the  Srate. —  The  choice^ of  which  per-pupil  expenditure  figures  to 
use  was  not  a  critical  one:  the  conclusions  of  ;the  study  were  not 
sensitive*  to  per-pupil  expenditure  figures.     In  fact,  a  wide  range  of 


19/  These  figures  have  been  used  only  because  they  are  the  best  arifi  most 
nearly  uniform  data  available  which  can  be  used  to  Calculate  cost  of 
education.     This   use  assumes  only  (that  local  educational  agencies 
spend  what  they  can  and  not  necessarily  what  they  ought  to  spend  to, 
provide  an  adequate  level  *of  educaton  to  base^onnected  children. 


X  v  ^ 
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'  per-pupil  expenditure  figuces  could  have  been  used  without  affecting 
the  outcomes  significantly.-^'  » 

The  mode*  »does  not  use ^the  p^r-pupil  expenditure  figure  for  the 
impacted  districts  under  study  because  -the  figures  of  those  districts 
include  „  Impact  Aid-  payments  and  federally-connected  pupils.  To  use 
the  agencies1  per-pupil  expenditure  figures  in  the  study  would  be  to 
assume  that  the  Public  Law  874  payments  precisely  cover  the 'actual 
costs  in  the  agency.  JThe  £odel  can  not  assume  the  legitimacy  of  the 
very  program  that  the  Gemini ss ion  is  reviewing 

The  model  must  turn  to  sources  outside  the  impacted  district  for  the 
pe?TPupi(L  expenditure  figure  of  that  district.  The  State  laverage  is 
one  number  the  model  uses  because  the  State  is  the  jur £sdict?ion  most 
representative  of  the  district  in  location  and  size  for  which  data  is 
available*  .  **■ 

To  avoid* the  distortions  in  the  study  that  would  result  from  a  diver- 
gence between  per-pupil  expenditures  of  the  local  educational  agency 
and  the  State,  the  model  also  uses  the  average  per-pupil  expenditure 
of  the  comparable  local  educational*  agencies.     Two  of  the* districts 


20/  The  Commission  tested  the  sensitivity,  of  the  otdel  to  per-pupil 
expenditures  by  determining  what  per-pugil  expenditure  figure 
would  have  to  be  used  ill  each  case  study  to  change  the  oyfdorae  of 
the  bass's  inigact  frbfti  a  burden  to  a  benefit.  In  thre£  of  the  four 
cases,  the  per-pupil  cost  figures  that  changed  the  outcomes  were \yso 
deviant  that  no  district  in  the  State  had  per-pupil  dosts  ofv^hat 
size.  In  the  fourth  case,  only  ten  percent  of  the  districts  An  the. 
State  l\ad  a  per-pupil  cost  figure  of  that  size. 

TJhe  Commission  also  tried  inserting  the  national  averagef  of  per- 
pupil  expenditures  because  it  is  the  only  other  conceivable  per- 
pupil'  expenditure  figure*  that  could  reflect  what  a  district  really 
spends.  The  purpose  was  to  see  whether  any  legitimate  figure  that 
;  could  have  been  used  in  the  study  would  change  th^  outcome  that  the 
burden  of  the  base  in  three  of  four  cases  was  commensurate  with 
entitlement.  The  use  of  the  national  average  of.  per-pugil  expendi- 
ture's— rather  thsn  State  averages  and  the'  average  of  the'  five 


comparable  districts — had  only  a  slight,  effect  on  the  outcome.  The 


burden  remained  commensurate  with  entitlement.  The  range  of  compa- 
rability was  slightly  widened,  however  using  just  comparable 
districts  and  State  averages,  the  three  burdens  fell  within  a  21 
percent  range  of  entitlement?  whert  the  national  average  was  also 
used,  the  burdens  were  al£  within  30  percent  of  entitlement. 

r 

The  reason  for  the  limited  effect  of  the  choice  of  the  per-pupil 
expenditure  figures — the  average  of  the  comparable  districts,  the 
State  average,,  and  the  national  average — on  the.  result  is  that  all 
the  figures  applicable  to  a  district  were  within  21  percent  of  each 
"other.  / 


Y 


( 


f  under 'study— Bellevue,   Nebraska,  and  Douglas',  South  Dakota--use  the 
comparable  district  method  in  computing'  their  annual  entitlement.  The 
comparability  of   these  five,  non- impacted  local  educational  agencies 
has   been -certified  by  the  Department  "of  Education  on  the  basis  of 
"various  criteria  •  such  as  the  number  of  pupils  in  the  districts,  the 
,raill   rates,    and^-the   tax  £ases   of   the   local   educational  *  agencies. 

The*  two  oCher'  agencies,  -Escambia  bounty,  Florida,  and  Ch^mbersburg, 
Pennsylvania,  do  not  use  the  comparable  district  method^but  instead 
use  half  the  national  and  half  the  State  average,  resfeg^tively,  Sin 
computing  their  entitlements.  To  select  the  comparable  districts  *for 
these  agencies,  the  Commission  approached  .the  respective  State  depart- 
ments of  education;  Iji  Florida,  the  State  department  of  education  had 
already  grouped  the  lotfal  educational  agencies  in  the  State  on  the 
basis  of  five  criteria:  ^pppulatibn,"  average  family  income,  percent 
urban,  median  education,  and  number  of  white-collar  workers. *  The 
Commission  selected  the  four  agencies  in  the  Escambia  County  grouping 
that  weire  not  impacted  and  used  the  average  of  their  per-pupil  costs. 
For  Chambersburg,  the  Cbmmission  requestved  that  the  Pennsylvania  De- 
partment of  Education  select  f ive  comparable  agencies  far  Chambersburg- 
on  the  basis  o'f  the  Department  pf  Education  criteria. 

The  model  thus  obtained  two  figures  for  each  local  educational  agency 
— State  per-pupil  expenditure  'and  comparable  local  educational  agen- 
cies1 per-pupil  expenditure—that  it  used  as  the  per-pupil  expenditure 
figures  for  the  local  educational  agencies'*  under  study. 

The  model  doe's  not  include  capital  expenditures  in, per-pupil  expendi- 
tures both  because  the  Impact  Aid  statute  do6s  not  consider  ttfe 
Federal  impact  on  capital  expenditures  and  because  it  is  difficult  $o 
.attribute  a  discrete  portion  of  these  costs  to  a  group  of  students. 
The  relationship  between  the  number  of  pupils  and  the  amount  of 
capital  expenditures  is  hot  clear.  4  Furthermore,  capital  cos^s  'are 
financed,  over  a  period  of  time,,  and  attributing  these  expenses  to  a 
fluctuating  number  of  students  would  require  a,  heroic  effort  offering 
returns  of  limited  .value.  (  '  * 

•     .  .  V         .*  ■ 

2)  Ih  general,  the  model  assumes  that  induced  employees  live  through- 
out the  county  {or  metropolitan  area,  depending  on  the  site),  and  that 
their  tendency  to  live  in  tbfe  school  district  is  the  s*me  .as  theft  of 
other  county  residents.  The  assumption  that  'the  residential  location 
pattern^  of  induced  employees  are  similar  to  those- of  everyone  else  in 
the  county  is  used  to  estimate  the  contribution  induced  employees  makfe 
to  local  educational  agency  finances.  Tbe'  k6y  operation  'is  the 
multiplication  of  the  number  of  induced  employees  by  the  ratio  •  of 
'school, district  population  to  county  population.  4 

A 

This>  assumption  applies  ,to  all  bases  where  the  -number  of,  military 
children'  constitutes  less  than  20  percent  of  ail  pupils  in  the  dis- 
trict or  wfiere  the  base  is  in  a  metropolitan  area.    In  areas  of  this 
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a,  and  commercial  develop- 
Live  throughout  the^county 

—   srt  ^.wvuiilj . —  induced  employees  hired  to 

accommodate  this   increased  dema^B  would  Work  throughout  the  county, 
.     They  wo^ld  also,  therefore,   tend  to  live  throughout  the  county  in  a 
/    '  random  pattern -similabybo  that  of  other  county  residents^  * 

In  rural  districts  where,  military  children  make  up  2-0  percent  or  more 
of  total  pupils  in  the  district,  .e,g.,  in  the  rural  "Super-A*  district* 
t  of  Douglas,  South  Dakota,  the  model's  assumptions  about  induced 
k  .      employees   are   modified    to   reflect,  economic    facts    in   those  areas. 
•  Commercial   development    in   heavily  military   areas   tends   to  cluster 
around  the  base  itself  to  accommodate  the  personnel  living  oft  base, 
\  This  is  especially  true  in#rural  areas,  where  the  base 'may  provide  the 
densest  residential  cluster,   ' Induced  employees  are  therefore  likely 
to  -work  at  stores  in  the  district  itself—in  f act, ^ very  close  to  the 
base — rather  than  .at  stores  throughout  the  coCmty.  'The  location  pat- 
terns of  induced  employees  are  likely  to*  parallel  those  of  employees 
on  base   since,  their   places  3f  work   are  adjacent.   Thus*  the  model 
Assumes,  that  induced  employees  hce  dispersed  in  a  pattern  similar  to 
/  that  of  base  employees  in  rural,  ^Super  A"  districts, 

\   ^  ,         .  V       >  • 

Regional  economic  impact  studies  have  used  similar  techniopes  to 
reduce  national  impacts  to  the  regional  lftvel.  One  study^had  to 
reduce  national  employment  effects  for  application  to  just  Massachu-  - 
setts  and  New  England.  To  estimate  the  residence^  of  the  induced 
.  /  employees,  the  study  assumed  that  the  residential  patterns  qf  these 
employees  reflected  the  location  patterns  of  all  employees  throughout 
the  United  States,  This  involves  dividing  the  employment* in  Massachu- 
setts and  New  England  by  the  United  States  totals. 

3)  The  Commission  mod<=£  * assumes  that  the  residential  property  tax  is 
proportionate  to  income,  i.e.,  that  the  amount  of  tax  each  reHdent 
pays  on  his* real  property  increases  proportionately  with  the  amount  of 
income  he  earn?.  The  modei^fie's  on  this  assumption  to  determine  the 
amount  of  residential  property  tax  attributable  to  employees  associat- 
ed with  the  baseband  with  alternative  use.  The  operation  is  to 
multiply  the  residential  property  t&x  revenues  Collected  by  the  agency 
by  the  portion  of  district  income  attributable  to 1  base  ancflnduced 
employees  living  in  the  school  district.  \ 
*  ♦  ,  ■ 

Most  scholar^  hedge  *  their  conclusion^  about  who— the  rich  or  the 
po&r— tends  to  p^y  the  residential  property  t&/  because  of 'the  wide 
variation  in  local  property  bases  and*  assessment  practices.  They 
-agree   that  definitive  ^statements  can  only  be  made  for  .a,  particular 

"21/  This  assumption  is  based  on  >the  premise—adopted  by  the  Bureau  of 
Economic  Analysis— *that  all  commercial  activity  by  base  employees 
living  in, the  county  takes  place  within  the  county. 
22/  John  J.  Hughes,  "Disarmament  and  Regional  Employment,"  5  Journal  of 
Regional  Science  (Winter  1964). 
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locality,  rather^  than  for  the  country  as  a  whole,  if  forced  Jto  offer 
an  opinion  about  the  national  incidence  of  the  tax^  jnany  scholars 
would  'argu£  that  it  is  -probably  mildly  .  regressive.— 'One"  important 
dissenter  is  Henry  Aaron,  former  Assistant  Secretary  in  the  Department 
bf  Health,  Education,  and  -Welfiare,  and  Currently  at  the  Brookings 
Institution. ^  While  he  agrees  that  only  a  localaty-by-locality  s^udy 
would  tiave  any  validity,  tie  feels  that  the  residential  tax  is  progres- 
sive in  the  long  run.  *  -  . 

The   Commission^  lacks    the   resources    to  'determine   progressivity  or 

*  regressivity  at' each  site  it  studies.  The  model,;  therefore,  has  to 
apply- a  single  standard  to  each  of  the  sites/  In  light  of  the*  3i*s- 
agreement  among  experts  about  national  incidence,  the  assumption  of  a 
proportionate    residential    property,  tax*  seems    a   fair   one   to  make. 

4)  *The  Commission^moj3el*  assyjaes  that  th^  per  capita  income  in  the 
>  district  is  the  ^same  as  in  the  county.  This  assumption  is  made  so 
that  residential ^prop^rty  tax  revenue  Can  be  computed  with  as  much 
precision  possible.  Income  data,  which  is  available  only  bn  the 
county  level)  mast  be  used  because  of  ,the  model's  assumption  that^the 
residential  property *tax  \Ls  proportionate  to  income.  ^ 

The  idea  for  using  income/  data  originated  in  the  report  mail  by  the 
.  National  Planning  Association  *  to  the  De^rtment  of  Health,  Education, 
afnd  Welfare.  -  This  idea,  th\  Commission  felt,  improved  on  the  method 
used  by  the  Stanford  Research  Institute  (S.R.I.) ,  which  used  pupils 
instead  .bf   income  .to  estimate  residential  property  tax  revehue 

*  attributable  to  base  employees;  <  By  using  the  ratio  of  federally- 
connected  pupils  to  total  off-base  pupils,   the  S.R.I,   study  assumed 

.  that  the  amount  of  property  taxes  t paid  by  the  average  federally- 
connected  family  was  equal  to  the  amount-  paid  by  the  average  family  in 
the  rest  of  the  -district.  The  S.R.I,  study  also  assumed  that  the 
number  of  schoolchildren  per  family  was  the. same  in  the  average 

,  federally-connected  family  as  in  the  average  family  in  the  rest  of  the 
district.  ~ 

The' Commission  found  that  neither  assumption  was  likely  to  be  correct.' 
In  the  districts  studied,  the  average  income  of  tfase  employees  exceed- 
ed/the average  income  of  employees  in  the  rest  of  the  area,  sometimes 
by  a  substantial  Aargin.    -In  addition,   the  numbei^of  schoolchildren 
I   pes  family,    the  Commission,  founds  was  substantially  larger  for  the 
average  military  family  than  for  the  average  family  in  the  area.  *The 
.Commission  felt  that  the  use  of  income,  rather  than*pupils,  to  esti- 
mate .  residential   property    tax   revenues    substantially    improved  the 
'model  and  justified  the  possible  discrepancy  between  school  ( district 
anB  county  figures.  *  * 

 s   ■  .  « 

23/  See,  for  ex^ample,-  Richard  Bird  &  Enid  Slacks,  Residential  Property 
Ta*  Relief  i»n  Ontario,,-  University ~of  Toronto  Press,  Toronto  (1978) 
and  "Dick  Ne^tzer,   *The  Incidence  of  the  Property  Tax  Revisited"  in 

26  Hat'l  Tax  J.  tfDec.  1973).  '  -  . 
  *  / 


5)  The  Commission  moael  assumes  that*  consumption  is,  proportionate  Jto 
income,  i.e.,ythat  as. income  increases,  =consumptidn  rises  by  the  same 

^  percentage,  v%is  assumption  underlies  the  estimation  of  commercial 
property  tax  revenues  attributable  to1  base  and' alternative  use  employ- 
ees,- From  employees1  income,  the  model  estimates  their  consumption 
and,  ultimately,  their  contribution  to  commercial  property .  tax  .reve- 
nue. *  . 

Studies  .have  shown  that  consumption  patterns  over  the  long  run  vary 
proportionately  ^  with  long-terra  income.—^  These  studies,   which  dem- 
#  onstrate    $  -long-terra  correlation   between   consumption   and  personal 
income,  confirm  the  assumption  of  the  Commission  model, 

6)  ^  The  CommissioA  model'  assumes  that  the  market  value  of  a  retail 
establishment  is  Correlated  with  its  sales  vplumeA  This  assumption  is 
made  to  link  base  employees '  consumption  with*  the  commercial  property 
tax  "revenues  gelded  by  stores  patronized  by  these  employees.  When 
linked  with  the  previous  assumption  tyirlg  income  and  consumption, 
this  assumption  completes  the  chain  between  'employees1  '  income- and 
the  amount  of"  commercial  property  tax  revenue  for  which  they  are 
responsible*   

*  The  Commission  undertook  a  study  to  examine  the  correlation  between 
market  value  and  saafes  volume  for  retail  establishments.  t  Data  on 
annual  sales  was  u6m  and,  as  a  prqjcy  for  markat  jjalue,  the  product 
of  price  p£r  share  arffl  the  number  of  common  shares.-=^The  Commission's 
study  covered  27  '  national  retail  chains,  including  supermarket^, 
department  stores,  drug  stores,  .hotelsrand  fast  fopd  chains.  Using  a 
Pearson  test,  the  Commission  found  that  a  correlation  between  market 
value  and  sales  existed  with  95  percent  confidence.  This  finding 
suggested  a  very  strong  linear  relationship  .between  ijiarket  value  and, 
sales,  confirming^  the  model's  assumption. 

s  -    -  - 

7)  The  Commission  model  assumes  that  variables  used  in  computing 
alternative  use— including  the  tax  *  rate, -assessed  valuation  ^Atio,, 
per-pupil  cost,  number  of  unemployed,  avj^age  county  income,  and  State 
aid  formula—would  be  the  same  ^s  they  are  today.  This  assumption  is 
ma<|e  because  the  determinants  of  these' variables  are  too  numerous  and 
complex  t^  take  into  account.  The  State  aid  formula,  for  instance,  i's 
a  product  of  political,   economic,    institutional,   and  legal  factors' 

.  well  beyond  tfce  realm  of  the  model.  Prediction  .of  a  different  State1 
aid  formula  under  alternative  use  would  be  an  overwhelming  task/  The 
impossibility  of   taking   all  events   into   account  frequently,  compels  ■ 

'24/  Franco  Modigliani  &  Albert  Ando,  ".The  'Pe^an^nt  Income1  and4  the 
'Life-cycle'  Hypothesis  of  Saving  Behavior:  Comparisons  an<^  Tests," 
in  Consumption  and  Saving  Vol  II  (I.  Friend  &  'r,  Jones  eds.  '1960); 
and.  Milton  Friedmart,  A  Theory  of  the  Consumption  Function  «(1957)'. 
25/  An  approach  suggested  by  Professor  Minor  Sachlis,  Professor  of  Fi- 
nance at  George  Washington  University-  J»  .  *  fc 
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economists  to  mafre^Ehis  assumption.    Referred  'to  as  "ceteris  paribus," 
or*  "other  thing's  being  equal,"  the  assumption  permits  economists  to 
'"examine  the  importaat  relationships  omong  variables  whose  value*can,be 
determined • 

*  *  •  / 

These  seven  assumptions  allow  generalization  about  variables  incorporat- 
ed into  the  model.  *To  make^  an  analogy  between  an  economic  mdiiel  and  a 
map,  assumptions  allow  the  mapmaker  to  draw  each  city  block  the  same 
width,  to  depict  each  street  as  being  straight,  and  to  space  parallel 
city  blocks  the  same  distance  apart*  In  fact,  of  course,  there  are 
endless  variations  in  streets'  width*,  courses,  and  distances,  ^ 

Variables  Excluded  '  ^ 

Like  any  economic  model,    the  economic   impact  model  excludes  certain 
variables x   those  that-  are  not  t elegant  (to  the  objective  of  the  study, 
>  and  relatively  insignificant  variables  that  would  be  expensive  to 
obtain. 

Because  of  the  complexity  of  economic  processes,  it  i3  often  necessary 
to  simplify  these  processes'  in  order  to  understand  them.  A, model 
identifies  the  most  important  factor's,  stripping  away  nonessentials  that 
confuse  the  issue.  Left  exposed  are  the  structural  relationships  among 
the' important  variables.   

t  *  Economic  models  simplify  reality  •  by  relying  on  words,  diagrams,  and 
mathematics.  They  are  actually  not  very  different  from  physical  models, 
,  which  accomplish  the  same  purpose..  Maps  offer  particularly  good  analo- 
gies for  economic  models.     They  generally  reproduce  only  the  relevant 

i  features  of  an  area^  groviding  only  enough  information  to  help  a  stran- 
ger fintf  his*  way.  They  omit  extraneous  characteristics  such  as  dust, 
air,*and  noise,  and  blur  details  liite  variations  in  neighborhoods  and 
housing.  A  thoroughly  representative  map,  like  any  such  model,  would  be 
•very  costly  and  probably  impossible  to  use.  . 

f     -  * 

A  closer  look  at  base  impacts  shows  that  some  impacts'  influence  the 
v character  of  the  district  and  ^the  quality  of  education,  but  do  not 
actually  affect  expenditures  or  revenues  of  the  local  educational 
agehcy.  ^^mples  #cited  in  testimony  before  the  Commission  include  the, 
higher  absenteeism  of  federally-connected  children  and  stimulation 
,  resulting  from  the  presence  of  more  "worldly*  military  children.  They 
are  excluded  from  the  study  because  they  do  nojt  affect  the  financial 
status  of  the  local  educational  agency  in  any  apparent  way. 

Other  base  impacts,  if  not  intangible,  are  very  difficult  .to  measure. 
Examples  cited  in  testimony  before  the'  Commission  include  the  high 
turnover  rate  associated  with  federal ly^connec ted  children,  the  dispro- 
portionately large  number  of  federals-connected  children  in  language 
»    skills   prc^rams;   and  compassionate  transfers  of  handicapped  children. 
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Thop^h  thes^  immeasurable  effects  are  real,  it  turns  put  that,  in  the 
context  of  the  study,  their  size  is  relatively  small.—' 

f  .  * 

•  Another  variable  excluded  is  the  effect  of  base  procurement,  or  whole- 
sale purchased,  on  the  local  economy.  Determining  the  impact  of  pro- 
curement would  cost  the  Commission  $5,000  per  site,  -  The*  onli^  way  around 
this  expense  would  have  been  to  try  to  capture  the  range/gf  possible 
^ocal  impacts  and  apply  this  range  to  each  locality.  Unfortunately,  the 
size  of  the  procurement  multiplier  varies  so  widely,  from  locality  to 
locality  that  economists  at  the^  Bureau  of  Economic  Analysis  advised 
against  using  it,  *  ♦ 

Furthermore,  bases  tend  to'do'  very  little  of  their  procurement  in  the 
local"  economy.  Commissaries  and  pxfs  associated  with  the  Army,  Nayy, 
and  Air  Porce  make  no  more  than  five  'to  ten  pefcent  of  their  wholesale 
/purchases,  on  average,  in  the  local  economy.—'  Excluding  this  variable 
f;rom  the  model,  therefore/ probably  does  little'  So  distort  .the  model's 
description  of  reality.  ; 

Comparison  with  Conventional  Economic  Impact  Models 

The  preceding  discussion  has  explored  the  internal  workings  of  the 
Commission  model  in  some  detail — proceeding  from  an  analysis  of  the 
model's  structure  to  an  examination  of  its  assumptions  an<3  the  variables 
it  has  excluded.  The  focus  now  broadens  to  encompass  the  nfodel  <as  a 
whole.  The  model  is  compared  with  other  models  of  its  type  to  highlight 
its  structural  conformity  tnd  non-conformity,  The  results  of  the  model 
are  summarized  and,  finally,  fee  model's  validity  assessed  by  measuring 
it  against  a  professional  standard  evolved  by  economists-. 

Economic  impact  analysis  is  ar*  approach  used  in  the  branch  of*economics 
known  as  regional  economics.  The  field  of  regional  economics  has  grown 
during  the  last',  three  or  four  decades  as  economists  have  become  inter- 
ested in  applying  orthodox  economic  tools  to  problems  related  to  region- 
al growth.  a'  survey  of  techniques  in  regional  economics — especially 
cost-benefit  and  economic  impact  approaches — can  reveal  where  the 
Commission,  model  resembles  the.  norm  and  where  it  has  had  to  ,draw  6n 
economic  principles  outside  standard/  economic  impact  analysis. 

 .  .  > 

26/  The  Commission  actually  attempted  calculating  the  cost  of  turnover 
by  finding  out  the  percentage  of  overalf  turnover  attributable  to 
the  federally-connected  children  and  applying  that  percentage  to  the 
salaries  of  counselors,  administrative,  and  clerical  staff  hired  to 
c<ipe  with  turnover.*^ The  fiscal  impact  of  the  turnover  was  relative- 
ly small  and  the  Commission  staff  headaches  relatively  large.* 
'27/  Directors  of  operations  and  public  relations  associated  with  the 
different  services  pointed  out  that,  while  local  procurement  wouM 
vary  %from  base  to  base,  a  national  average — common  to  all  thrfee 
services— wSuid  fall  within  this  range. 
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„  Both  cost-benefit  analysis  and  economic  impact  may  involv^"  the  applica- 
tion of  multipliers,  ^Barly  multiplier  theory  relied  on  economic  base 
models  to  estimate  regional  impacts.  These  models  and^ their  more 
sophisticated  successors,  input-outpD^  models,  help  estimate  the  overall 
effects  o|^an  ^outside  stimulus  on  a  region.  Theory  underlying  Xhe 
economic  base  approach  holds  that  the  local  economy  is  divided  into,  two 

^  sectors:  an  export;  sector  that  sells  goods  and  services  outside  the 
area,  and  a  service  sector  that  provides  goods  and  services  to  the 
area  of  interest.  A  more  detailed  and  complex  view  of  a  local»economy 
is  provided  by*  input-oo^put  analysis ,  whioh  has  dominated  regional 
research  since  world  War  II.  This  approach  breaks  the  economic  base 
down  industry  ±>y  industry,  rather  than  dividing  t:he  economy  into  just^ 
two  sectors,  and  arialyzes  the  -rale  of  each  industry  in  regional  impact.* 

Cost-benefit  analysis  is  ^the  principal  framework  use<i  to  evaluate  the 
economic  •Consequences  of  public  expenditure  decisions.  It  attempts  to 
determine  whether  a  project*  provides  a  net  benefit  or  cost  to  the 
community.  The  concept  can  also  be  used  to  compare  competing  proposals 
to  see  which  provides  the  latest  net  benefit  or.  highest  benefit  per 
unit  of  cost. 

Economic  impact  analysis  estimates  the  ultimate  impacts  on  a  communi*€y 
qf  external  ^changes ,  such  as  base  closings,  budget  cutbacks,  and  new 
facilities.-  Building  on  multiplier  theory,  economic  impact  analysis 
focuses  on  the  effect  these  changes  have  on  regional  oqtgut,  income,  and 
employment.  Most  studies  rely  on  input-output  analysis  'for  this  deter- 
mination. , 

The  Commission's  economic  impact  model,  like  other  economic  impact 
models,  ^applies  results  from  an  input-output  model  to  local  data  to  come 
up  with  overall  effects  of  a  base  on  employment  and  income.  The  modevl 
uses  the  earnings  and  employment  multipliers  developed  by  the  Bureau  of 
.JJconomic  Analysis  for  application  to  milit^y  bases,—' 

In  contract  to  a  more  traditional  econeimic  impact  approach,  the  model 
borrows  heavily  from  cost-benefit  analysis — particularly  in  its  compari- 
son of  the  benefits  and* burdens  of  the  base  and  in  its  consideration  of 
opportunity  costs,*  i,e.,  alternative  use  of  the  site.  These,  ahd  other 
adaptations  have  been  dictated  by  the  particular  nature  of  the  Commis- 
sion's task.  Each  of  the  modifications'  is  grounded  in  economic  theory 
and, has  been  applied  in  empirical  s^udy  by  other  economists, 


28/  fhe  Commission  relies  on  a  range  of  multipliers  developed  ^ 
>  Bureau  of  Economic  Analysis.     This  range  covers  1&ie  gamut  of 
sible  multipliers  that  may  apply  to  a  community.     The  Bureau 
Economic  Analysis  is.  capable  of  calculating  definitive  muitipli 
for  specific  areas?  in  fact,  the  Department  of  Defense  has  cont 
ed  with  them  to  do  just  that.    Thd  Bureau  charges  $5,000  to  cc,-._ 
regional  impacts  for  eacfi*military  base.    The  Commission  has  chosen 
to  forego  this  expense  and  ^se  the  range* 


4.  clpser  look  at  the" departures  of  the  Commission  model  from  more 
conventional  economic  impact  studies  reveals  trie  following?  ? 

(1)  The  Commission  model  coigpares  the  trene fits  of  the  P'eteral  base  ,with 
the   burdens   it   imposes,   an  approach  dictated  by   the'  statute  and  the' 
program's  history.  '  * 

• '    •. ;..  ■         .  * 

An  analysis  of  the  benefits  and  burdens  of  bases  on  local  educational 
agencies  is  important  to  a  study  of  Impact  Aia  for  two  reasons  {  section 
2  of'the  Impact  Aid  statute  provide^,  for  entitlements  onLj^  if  revenue 
gains  f^ora  the4  facility  do  not  "substantially  compensate"  for  revenue 
losses;  and  administrations  since  Eisenhower  have  based  program  cuts  in 
part  on  the  rationale  that  a  Federal  installation  confers  a  net  economic 
benefit  on  a  locality.-—/ 

(2)  The  Commission  model  considers  opportunity  costs,  the  benefits  lost- 
because,  a  resource  was  not  used  in  the  most  productive  alternative  way 
that  is  possible.  Many  cost-benefit  .studies  incorporate  consideration 
of  opportunity  costs  because  they  evaluate  the  effects  of  government 
projects.  The  costs  of  a  government  project  go  beyond  the  cost  of  land* 
or  labor;  th$y  include  the  benefits  tho?e  resources  could  have  yielded 
if  they  were  to  be  used  privately.  Professors  Stokeyand  Zeckhauser  of 
Harvard  cite   the  example  of  land  on  which  a  town  plans   to  build  an 

^incinerator,  if  that  land; would  otherwise  be  used  for  a  high  school 
"athletic  complex,  the  opportunity  posts' of  building  the  incinerator 
would  consist  of  thfe  net  benefits  that  would  hafce  been  generated  by /the 
athletic  complex.  'The  true  cost  of  the  incinerator  then  is  its  direct 
cost  plus  the  opportunity  costs  of  not  using  the  site  for  an  athletic 
complex.  .Cost-benfefit  |tudies  that  fail  ^to  consider  opportunity  costs 
end  up  undervaluing  the  true  cost  of  a  project.— ^ 
/ 

The  -Commission  stpdy  considers  opportunity  costs'^for  legal  as  well  as 
economic  reasons./  Section  2  of  the  Impact  Aid  statute,  which  treats 
Federal  ownership  of  land,  .provides  that  the  entitlement  of  a  local 
educational  agency  "shall  not  exceed  the  ^jnount  which  such  agency  would 
have  derived.. .and  would  have  had  available  for  current  expenditures 
from  the  property  acquired  by  the  United  States."—^  *  ^ 

The  Commission '  study  resembles  many  cosfe^benefit  analyses  in  that  it 
considers  tri^impact  of  '  government  use  of  resources—in  this  case, 
land.  The  statute  no  doubt  included,  the  -concept  because*  it  wanted  a 
.true  consideration"  of  Federal  Impact Economic  \w&*€t  studies  of 
military  base  closures,  on  thT-other.  hand,  do'  not  have  to  consider 
opportunity  costs  bedause  they  are' projecting  the  effect -of  private  use 

29/  See  note  12,  supgH  ,  Q 

30/  Edith  Stokey  and  Richard  Zeckhau£fer,  "ChaptyA  9:  Project  Evaluation: 

Benefit-Cost  Analysis"    in   A  Primer  for.  Policy  Analysis  25  (1977). 

31/  See  note  13*  supra.                       7  • 
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of  what  was  once  a  Federal  site.  The*  question*  of  how  the  site  might 
otherwise  have  been  used  does  not  come  up  when  what  was  once  a  govern- 
ment site  i*  being  used  privately.— 7  *  *  *  V 

<3)  The  Commission  modpl  takes  a  retrospective 'look  at  base  impact.  It 
.attempts  to  compare  the  effect  of  the  facility  irt  fiscal  year  ^979  with 

the  impact  th%  site  would  have  had  in  1979  if  it  were^ not.  used  by  the 
'Federal  Government.      In   contrast,    most    economic   impact    studies  are 

forward-looking:  they  attempt 'to  predict  the  future  impacts  of  military 

base  closings  ot  of  facilities  such  as  steel  mills  or  ai^^rts.^ 

(4)  Because  the  Commission  xk  interested  in  local  educational^agencies, 
the  study  focuses  on  Federal  impacts  wit£yi  the  school  district— and 
not*  say,  the  county,  or  metropolitan  area,  "   \  '  ' 

(5)  The  Commission  model  examines  the  effect  of  a  base  on  the  finances 
of  •  a'  governmental  unit— an  independent  local^  educational  ^gency.  The 
model  computes  net  impact  by  comparing  the  effect  of  the  base  an  expen- 
ditures and  revenues  with  the  effect  of  alternative  use  of  the  site  on 
expenditure  and  revenues.     Most  economic  impact  studies  simply  seek  to 

 :  ?  &   A  y  * 

32/  The  failure  to  consider  properly  opportunity  costs  can  significantly 
alter  the'results  of  a  cost-benefit  analysis.  One  vivid  example  is 
the  1967  analysis  by  the  Bureau  of  Reclamation  of  the  Nebraska 
Mid-State  'ProjecJ: ,  an  irrigation  project  that  would  'have  served 
agricultural  land  in  south-central  Nebraska,  Professors  Steve  Hanke 
9  of  Johns  Hqpkins,'and  Richard  Walker  of  the  University  of  California 
at  Berkeley  show  that  correct  assessment  of  opportunity  cost^s  would 
have  substantiall^^ltered  the  Bureau's  estimates. 

Professors  ^^rfke  and  Walker  based  their  critique  on  what  they 
>  believed- J&  be  the  dominant  opinions*  of  the  economics  profession. 
They  not^ed  that  the  wat^r  of  the  Platte  River  should  not  have  been 
treated  as  A  free  good,  since  there  wer^  many  demands  for  its  use. 
If  not  used  for  irrigation,  it  coyld  have  been  \ised  for  municipal, 
industrial?  or  recreational  purposes.  Any  of  thes,e  uses  would  have 
yieldfed  benefits  for  the  area  t'hat  the  Bureau  failed  to  consider. 

The  authors' also  pointed  out  that,"v$ile  the  Bureau  did  estimate  the 
opportunity  cost  of  owner-operator  labor ,  it  did  so  incorrectly/ 
Thfe  opportunity  cost  of  the  increase  in  labor  required,  is  the  wage 
that  the  employees  could  have  been  earning  in  the  general  area. 
Instead,  the  Bureau  used  the  ^wage  earned  on  the  parcel  oS  land 
itself  as  the  opportunity  cost,  v  Since  \he  salaries  in  the  general  . 
area  were  fyigber  than  those  on  fche  farm,  the  authors  point  out  that 
the  Bureau  underestimated  opportunity  costs,  ftteve  Hanke  &  Richard 
v  Walker,  "Benefit-Cost  Analysis  Reconsidered  An  Evaluation  of  the 
^  Mid-State  Projept,*  10  Water  Resonrces  Iftesearcti  898-908  (1974), 
reprinted  in  Public  Expenditure  and  Policy  Analysis  329-35*2  {R^H, 
Bayeman  &  J.  Margolis  eds.  1977$]         '  *~ 


determine  the#  effect,'  of  a  facility  on  the  employment^*  income,  or  output 
within  a  region,  without  tying  those  effects  t'cr  the  finances  of  a 
goverfjimerftal  unit,  w  ,  "  * 

*    ~< '  •  '     ^    * ■     v      ^    .  * 

The  Commission  model  focuses  oh  local  educational  agencies  because  tHe 
ImpactJVid  statute  is  designed  to  provide  reimbursement  for  the]burden 
ippose<J  \by  Federal  activities  on  spch  agencies.  The  Declaration  x>f 
Policy  of* th£  statute- reads:  "the  Congress  hereby  declares  it  to  be  the 
policy,,  of  the  United  States  to  provi&*  financial  assistance  (as  sete- 
forth  in  the  following  sections  of  thilPj|titie)  -for  those  local  educa- 
tional agencies '  upon  wWch^the  United*States  has  placed  financial 
burdens. * —  If  the  Commission  modA  is  to  be  of  any  help  to  ^policy- 
makers,   it  should   try   to  determine   the*  validity  of   this  legislative 

assumption.5     1  - 

i  »  *  - 

Like-^thei;  regional  qgonomic  impact ^jnode is,  then,  the  Commission  model 
starts  with  lopal  data  associated  with .  the  U^istallation  and  applies  an 
input-output  table  to  estimate  'the  impact  of  tb*e  facility  on-  employment  . 
and  income*  in  the  county  or  metrppolitan  area.  The  Commission  model 
differs  in  important  respects,  however/  from. most  economic  impact 
models.  These  differences  stem  from  the  particular  nature  of  the 
Conynission1  s  task:  the  Commission  model  tries  to' measure  Federal  impact 
in  *a  way  that  will  show  whether  the  functioning  of  the  Igfpact>  Aid 
statute   is  consistent  with   the  underlying  principles  of  the  statuijl 

*  ^  *  * 

-Results-  J*  *"  .  -  m  ,  ' 

The  Commission 1  model  has  made  estimates  £or  four  local  educational 
agencies;  Bellevue,  Nebraska; '  Douglas ,  South*  Dakota;  Chambers burg, 
Pennsylvania;  and.  Escambia  bounty,  Florida,  All  house  military  bases. 
Two  of  these  agencies  have  "Super  A*  districts:  one  of  these,  iBellevue, 
is, part  ot  a  metropolita^area;  the  other,  Douglas^  is  rural..  A  third 
agency,  Chambersbusg,  is  heavily  civHian  "B,*  meaning  that  most  base 
employees  ^re  civilians  living  off  base;  it*  is  in  a  rur«al  area.  Escam— ' 
bia  County,  the  fourth  agency,  serves  a  large  population  of  military' 
personnel  living  off  base,  making  it  a  heavy  military  "B*  district?  it 
is  part- of  a  metropolitan  area*  *  %T 

The  results  of  the  economic  impact  study  of  four  local  educational 
agencies — discussed  at  greater  length  in  the  next  chapter—  shoi|||that 
each  local  educational  agency  suffered  a  net  burden.  aThe^si^e  or  the 
burden,  in  three  of  the  four  cases,  was  commensurate  with  the  Impact  Aid* 
^entitlement  of  the  local  educational  agency;  in  -these  cases,  the  burdens 
were  within  21  percent  of  the  entitlements.  In^the  fourth  case,  the 
burden  was  far  smaller  than  the  agency1^  entitlement?        *  * 

33/  Act  of  September  30,  1950,  Pub.  L.  No.   874,  81st  Cong./  2d  Sess., 
§1,  e>4  Stat.   1100-1101   (current  version  aV  20  U.S.C.A.  §236  (1974.  & 
\Supp.  1978)). 


The  Stanford  Research  Institute  is  the  only  other  group  that  has  con- 
•  ducted  a^similar  ,study;   it  formulated  a  tnodel  'that  it  applied*  to  five 
^  local   educational^  agencies   irf?  1945.     The  Stanford  Research  Institute 
%maflel,   U*ke  the  "Commission  modelV  examined  the  effects  of  Federal 
installations  on  agency  finances-.     It  also  estimated  Federal  ejitoloyees' 
effect  on  agency  experriitures  and  residential  property  ta£*  'revenues. 
The  Stanford  Research  fnstitute4 model  diverged  from  the  Commission  model 
in  that   it  did  not  consider  revenues  from  commercial  property  taxes, 
>  local  non-property  taxes ,^ and  State  aid.     It  also  dia  not  account  for^ 
induced  income  and  employment  effects  or  for  opportunity  costs. 

The  Stanford  Res^rch  Institute  stydy  showed  that* all  five  'agencies 
incurred  a' burden.  The  size  of  the  actual  burden  was  estimated  'for  four 
of  th$  local  educational  agencies;,  and  the  buedens  fell  within  30 
percent,  of  the  entitlement  of  the  local  educational  agency.  , -Despite,  its 
differences  from  the  Commission  model,  the  Stanford  Research  Institute 
study  produced  conclusions  similar   to  those  of  the  Commission  model. 

f 

Conclusion:  The  Validity  of  the  Model 

r  * 

Are  the  conclusions  of  the  economic  impact  modeSl  correct?  The  Commis- 
sion model  has  been  examined  from  the  outside-  looking  in  and  from  the 
inaide  looking  out.  l£  has  been  compared  with  othW  models  and  its  own 
internal  dynamics  have*been  explored.  But  the  ull^traa^e  question  Lin- 
gers: is  the  model  v^lid?"  >  • 

In  theory,  how-should  any%  /nbdel 's.  validity  be  judged?  Nobel'  Prize- 
winning  economist  Milton  Friedman,  in  his  article  on  economic  method- 
ology first  published  in  the  early  1950 's,  pointed  out  that  models  are 
designed  to  explain  objective  reality.  Though  they  simplify  the  real 
world,  they  do  so^ in  an  attempt  to  describe  and  predict  actual  events. 
The  real  test  ©f  a  model's  success,  then,  is  to  examine  how  well  its 
predictions  conform  with  empirical  fsct.  Does.the  evidence  confirm  or 
deny  the  predictions  of  the  model?  ^  * 

^OnjLy  factual  eyidei^e  can  show,*  writes  Friedman,  "whether  [the 
model]  is. .  *tent^@^  1  accepted1  as  valid  or  'rejected1 . #, f  The  s>nly 
relevant,  tes£  of^^^g^alidi ty  of  a  hypothesis  .is  comparison  of  its 
predictions  with  elFpwilence.  %\e  hypothesis  is  rejected  if  its  predic- 
tions are  contradicted? .. .it  is  accepted  if  its  predictions  ar\  not 
cor^radicted.*^ f  A  - 

*Other  writers  have  echoed  Friedman's^  conclusion.     Three  possible  ways 
that  a  model  might  be  tested  have  beeii  cited,.*  how  well  it  explains  real 
events,  pre&cts,  real  events,  or  permits  a  policymaker  to  control  real" 
events!     The  ultimate  test  of  the  model,  though,  is  how  well  it  stands 

34/  Milton  FHedman,  "The  Methodology  of  Positive  Economics,  *  in  Re  act- 
ings in  Microeconomics  27  (W.  B&iet  &  H.  Hochman  eds.  2d  ed.  1971) 
[hereinafter  cited  as  Friedman] .  ^  . 

P  ' 
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up  to  empirical,  reality.     "To  see~whether   [the  mpdel]  is  any  good,"  it  ^ 
has  been  said  by  the  economics  writer  for  the  NewGork  Times/  it  must  be 
tested  *in  theTeal  world."— /  ,      *  ~  : 

* 

Two  ^recent  authors  have   reaffirmed   the   point  Friedman  -wade  over  two 
decades  earlier ^     A  model  should  be  judged  by  its  predictions?  ".if  ,it 
yields  predictions  that  are  correct  for  a  satisfactory  proportion  of  the 
V^cases  we  consider,"   two  -British  professors  write,   "then  it  is  a  qood  * 
*  explanation."— 7  \  . 

of  v      ■  .s' 

What  is  the  role  played  by  the' use  of  assumptions  in  economic  modeling? 
Assumptions  serve*,  to  simplify  r^alit^^that  conclusions  can  be  reached 
that'predict  events  in  the  real  woxTld.  Tq^return  to  the  road  map 
analogy,  assumptions  about  the  width  oc -course  of  roads  are  successful 
^f  they  enable  the  traveler  to  reach'  his  destination.  The  test/bf  the 
validity  of  assumptions,  Friedman  says,  is*  the  'same  as  €hat  for  the  lb 
model  in  general:  do  .they  lead  to  results  that  accurately  predict  " 
reality?  * 

The  validity  of  the  , Commission  model  can  ultimately  be  tested,  then, 
only  by  applying  the  professionally-accepted  standard  evolved' by  Fried- 
man et  al.  The  Commission  model,  of  course,  does  not  offer  predictions 
about  the  future,  bpt  about  the  year  1979.  It  predicts  the  effect  on 
the  local  educational  agency's  finances  that  the  site,  would  have  had 
were  it  not  used  by  the  Federal  Government.  The  model  then  compares 
this  impact  with  the  effect  that  the  base  actually  did*have  in  1979. 
The  difference  represents  the  model's  prediction  about  the  true  impact 
the  base  on  the  local  educational  agency. 

The  empirical  reality  to '  which  these  predictions  should  be. compared  is  ' 
the  effect  that  base  closings  have  had  on  local  educational  agencies.    A  ^  ^ 

-look  at  base  closings  w/6uld  show  how  communities  have  fared  when  the 
Federal  Government^  has   indeed  moved  out   and  alternative  use  has  been    *  < 
made  of  the  site.     The  comparison  of  the  welfare  of  comnremities  before 
and   after    bases  ~shut   down  would  highlight   the   true  Impact   of  these 
bases.  *  „-  x|  ' 

v  The  economists'  test  of  validity  can  be  applied  to  the  Commission  model' 
*    by   comparing    its   predictions   with   empirical    reality.      Three   of  the 
#  findings  of  the  Commission  model  are  listed  below  and  then  compared  with 
results  from  empirical  studies: 

1)   BASES  IMPOSE  A  NET  BURDEN  ON  t*OCAL  EDUCATIONAL  AGENCIES. 

A  Stanford  Research  Ins-titute  study  for  the  Department,  of  Health*, 
Education,  and  Welfare  {not  to  be  confused  with  the  one  that  applied  an  i 
economic  impact  model  tcr  fjye  local  *  educational  agencies)   examined  the 
effects  of  base  phase-outs — 'on  29  local  educational  agencies.  Within 

Leonard     Silk,     Contemporary  Economics:  Pringiples- and  Issues  53 
(1970).         ^  ■  T-3  1 

36/  Ivy  Papps  &  Willie  Henderson,  Models  and  Ecoftqpiic  Theory  64  (191lJ . 
37/  Defined  as  bases -'closed  down,   reduced  in  for  be,   or  consolidated. 

<  in     -  . 
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in  pn^year  of  the  phase-outs,  26  of  the .  29  agencies  were  in  better 
fiscal  health  than  they  had  been  before  the  base  Started  closing  down. 
In  oth%r  words,,  about  94)  percent  of  the  agencies  had  benefited  from  base 
phase-outs  within  a  year. 

Why  were  agencies  so  much  better  oft?  In, 16  o£  the  29  agencies,  signif- 
icant increases  in  assessed  valuation  'per  pupil  tpok  place.  The  fact 
that  the  base  site  became  taxable  proved  -to  be  a  key  factor  J  then/  in 
over  half -of  the  Agencies1  improved  fiscal  situations.  Private • use  was 
made  of  the  base  site  and  the  property  became  subject  to  local  taxes. 
Other  important  factors  were  increased  State  aid  as  a  result  of  the  base 
phase-outs7l  increases  in  local  property  tax  rates,  and  reassessments  of 
local  property  tfalue^;—'  .  . 


Another  emi 


npirical  study  was  done  by  the  Office  of  Economic  Adjustment  at 
the  Department^  -Defense.  /In  examining  the  effect  of  base  closings  on 
91  communities,  th€  survey  found  thaLa  military  kbase  is  "not  a  great 
boon  or  stimulus  to  a  local*  economy.  "— '  * 

Specifically,  the  Office  ^of  economic  J^j us tment  found  that  a  total  of 
oveir  100,000  civilian"  jobs  developed  on  base  sites  after  the  base 
shut  down.  .  These  jifore  ttian  compensated  foi*  the  loss  of  ove?*  88,00G 
former  Department  of  Defense  civilian  or  epntVactor  jobs.  The  Office  oil 
Economic  Adjustment  also  found  that  42  high  schools  and  colleges  had 
been  established  at  former  basesTthat  industrial  parks  had  been  'se't  up 
at  60  of  the  former  'bases,  and  that,  airports  had  ibeen  developed  at  39 
former  bases.,  *    »  :  " 

A  longer-term  study  of  base  closings  was  also  done  by  of  the"  Office  of 
Economic  Adjustment.  The  effects  of  base  closings *on  Seven  communities 
during  the  five  or  more  years  after  shut'. down  were  studied.  That  study 
found  that  all^e  gommunities  had  become  more  "stable,  diversified  and 
self-reliant — A*&efore-and-af ter  comparison  was  made  of  the  popula- 
tion, employment,  incomes,*  tou'sing,  and  retail  ^ales  of  the  seven, 
communities,  which  revealed  jbfiat  "after  a  brief  lull,  local  economies 
bounced  back  with  renewed  vigor."-  -  * 


Each  of  these,  empirical  studiefs  is  consistent  with  the  findings  of 
the  Commission*  model  that  bases  impose  burdens  on  local  educational 
agencies. 

 "  4 

38/  Phillip  L.  Adams  &  Robert  G.  ^piegelman,  Stanford  Research  Ir^i- 
*  Jiute,     Effect  of  Federal  Installation  Ehase-outs  upon  School  Dia- 

jftricts  57.  {19155).  "  :  \  E  ;  

39/  Transcript  of  Hearing  before  the  Commission  on  the  Review  of  the 
9  Federal  Impact  Aid  Program,  Washington,   D.C.   105    (May  28,  1980). 
40/  David  A.   MacKinnon,    "Military  Base  Closures:   Long  Range  Economic 
Effects  and   th^  Implications   for   Industrial  Development,"   31  -Am. 

Indus.  Dev.  Cfoncil  J.  T-42  (1978).   

41/  Id.  17.  - 
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2)  SIZE  OF  THE  BURDEN  IMPOSED  BY*  THE  £ASE  ON  THE  LOCAL  EDUCATIONAL* 
AGENCY'  WAS  COMMENSURATE  WI^H  THE  IMPACT  AID  ENTITLEMENT  IN  THREE  Olfa 
OF. FOUR  CASES.  -  *  ' 

The  Stanford  Research  Institute  found  that  26  o^29  local  educational 
agencies  benefited  from  base  phase-outs  by  an  amount  equal  to  or  greater 
/than  the  Impact  Aid  entitlement.  The  study,  in  ptiier  words,  showed  that 
the  agency's  benefit  was  equal  to  or  greater  than  the  si^e  of  the*  Impact 
Aid  entitlement  ih  90  percent  of  the  cases.  This  finding  cqncurs  with 
the  finding  of  the  Commission  that  three  of  the  four  agencies  studied 
suffered  burdens  commensurate  with  their  entitlements. 

Sixteen  of  those  29  local  educational  agencies  benefited  primarily  be- 
cause the  site  was  returned  to  the  tax  rolls.    Similarly,  the  Commission 
model  has*found  that  bases  impose  a  revenue  fcurden  chiefly  because  they 
•  are  tax-exempt.  *< 

3)  EMPLOYEES  ASSOCIATED  WITH  THE  BASE  CONTRIBUTE  „TO  LOCAL  EDUCATIONAL 
AGENCY  REVENUE  PRIMARILY  THROUGH  THE  PROPERTY  TAX  THEY  PAY  ON  THEIR 
HOUSING.  EMPLOYEE  CONTRIBUTIONS  TO  COMMERCIAL  PROPERTY  TAX  REVENUES 
ARE  MUCH  LESS  SIGNIFICANT. 

A  study  of  24  communities  by  the  Bureau  of  Economic  Adjustment  in  1570 
showed  that,  during  the  year  of  the  base  closing,  only  seven  communities 
experienced  even  itooderate  reductions  in  retail  sales  volume.  Over  70 
perctent*of  the  communities  experienced  gains  in  retail  shies  within  one 
year  after  base  closufe.  * 

The  longer-term,  study  of  seven  communities  showed  that  all:  seven  commu- 
nities registered  increases  in  retail  sales  'during  the  years  after  base 
closure.^    In  most  of  the  coiWmities,   in  fact,   sales  grew  at  a  rate  ' 
equal  to*or  better  than  national  revels  of  retail  sales  growth. 

Housing,  on  the  other*  hand,  was  more  severely  affected  by  base  shut- 
downs; i^oroved  to  be  what  the  study_called  *one  of  the  most  sensitive 
sectors" —  of  the  local  economy  after  a  -closing.  The  unneeded  homes 
left  behind  by  departing  base  personnel  resulted* in  a  sharp  decline  in 
§  residential  valiies.  According  to  the  1970  study  of  sight  housing  mar- 
kets, Residential  sales  activity  "virtually  f  ceased*— '  after  closure 
announcements.  That  study  found  that  low-value  housing  suffered  a 
"severe"  ^declifie  in  values t  low-income,  single-family  homes  in  seven 
communities -declined  by  an  average  of  about  14  percent. 

The  findings  of  these  empirical  studies  are  consistent  with  the  results 
produced  by  th&  Commission  model.  BMse  personnel  make  their  chief 
contributions  to  local  revenue  through  the  property  tax  paid  on  hous- 
ing .  '  Tax  revenue  resulting  from  employees1  purchases  is  much  less 
significant.    .    *  %  ~ 


42/  Id*  16. 

43/  John  >  E.    Lynch,    Local  Economic  Development  After  Military  Base  Clo- 
sures 288  {19705 . 
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Before  , concluding "the  discussion  of  validity,  it"  should  he  noted  where 
the  parameters  of  these jjjnpirical  studies  fail  to  parallel,  thGse  of  the* 
Commission  model.  The. Commission  model  applies  the  alternative  use  test 
differently  in  some  cases:  for  bases  established  during  or  after  World 
War  II,  the  Commission  model  predicts  what  would  have  happened  to  the. 
local  educational  agency  if *the  Federal  Government  had  never  established 
the  base.  Where  bases  were  established  before,  this  period,  the  model 
asks  the  question?  how  would  the  base  be  used  if  the  Federal  Government 
were  to  shut  down*  Community  development  h^s  beefi  too  closely  inter- 
twined with  these  older  bases  to  identify  the  effects-or"t1re  bakes.  r  The 
empirical  studies,  , of -course,  examine  how  communities  have^used  baSes 
that  the  Federal  Government  has* closed  down.     *  t 

.  A  second  difference  between  the  Commission  model  and  some  «of  the  .em- 
pirical studies  is  that  some  of  the  studies  examine  communities  and  not 
local  educational  a^encieS*,  Studies  by  the  Bureau  of  Economic  Adjust- 
ment fall"  into  this  category.  ^  -  - 

Finally,,  the  empirical  study  of  local  educational  agencies  by  the 
Stanford  Research  Institute  took  into  account  State  increases  in  discre- 
tionary State f aid  as"  a  result  of  phase-outs.  The  Commission  model  does 
not  try  *  to  predict  what  the4State  will  do  in  response  to  a  phase-out* 
This  difference  in  approach  makes  it  difficult  to  f  pinpoint  just  how 
important  a  role  taxation  of  the  base  site—rather  than  'increases  in 
discretionary  state  aid—played  in  the  improved  fiscal  health  of  local 
educational  agencies. 

How  significant  are  these  three  differences  between  the  empirical 
studies  and  the  Commission  model?  The  Commission  model  has  found  that, 
in  most  cases,  how  the  question  of  alternative,  use  is  addressed  is  not 
"  particularly  import^tt:  private  use  of  the  site  financed  the  costf  of 
educating  ttve  children  associated 'with  the  site  in  the  four  cases 
studied.  Apparently,  where,  nonf ederally-connected  pupils  were  involved, 
the  assessment  ratio,  local  tax  rate,  and  State  a id 'formula  meshed  well 
enough  to  ensure  that  enoujgh  revenue  was  raised  to  cover  the  costs" of 
education. 

The  other  two  differences  do  not  detract  from  the  thrust  of^ the  empiri- 
cal resultst  that  most  local  educational'  agencies  and  communities 
benefit  from  base  closures?  and  that  a  principal  reason' for  "the  benefit 
is  that  the  communities  put  the  site. to  use  and 'derive  tax  revenues  from 
it.  *  # 

* 

One  important  question  left  unresolved  by  empirical  studies  is  ,the  size  yt 
of  the  burden.     The  Stanford  Research  Institute  found  that  the^burden 
was  equal*  to  or  grekt^r  thah  the  Public  Law  87**  entitlement  in  90 
percent  of   the  cases?   unfortunately,   that  study  included  ag  hoc  in- 
creases  in  State  aid.     The  flaws*  i*n  thi,s  comparison  of  the  Stanford 


*  <r 
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*  .  S 
Research  Institute  findings  with  those  of  the  Commission  model  recall  a 
point  made  by  Miiton  Friedman  'about  the  difficulty  o£  verifying  economic 
roodeis.  Friedman  pointed  out  that  clear-cut  evidence  is  difficult  to 
produce  in  ecb^^mics  .because  of  the  uncontrolled  nature  of  thfe  econo- 
mist's system, — -.The  absence  of  ,  laboratory  controls  on  a  model  makes 
it  difficult  to  find'  evidence  that  conclusively  confirms  a  model's 
predictions, 

*  ** 

The  lack  of  a  perfect  match  between  empirical  studies  and  the  Commissiqn 
model  should  not  be  disheartening;  if  anything,  the  fit  is  closer  than 
for  many  economic  models.  The  parallels  are  sufficiently  close  to 
permit  .several  definitive  statements  about  the-  consi-stency  of  the 
Commission's  predictions  with  the  empirical  evidence.  .  The  following,, 
conclusions  can  be  drawn  with  confidence:  — 
,i  ^ 

*  The  findings  of  the  Commission  model  thafe>  military  bases  impose  a 
net  burden  on  local  educational  agencies  is  o^nsist^nt  with  the 
results  of  empirical  studie's,  / 

*> 

•  The  findings  of  the  Commission  model  in  three  cases  that  the  size  of 
the  net  burden  is  commensurate  with  the  Impact  Ai/S  entitlement  is 
consistent]  with  the  results  of  the  one  empirical  study  done  of  that 
issue.  The  Commission's  findings  are  also  consistent  with  the  predic- 
tions produced  by  the  Stanford  Research  Institute  model,  the  only 
other  economic  impact  model  of  this  type, 

*.  ,     _  * 

Strong  conclusions  car*  also  be  made  about  the  converse; 

2  *  Most  empirical  evidence  is  no£  consistent  with  the  assertion  that 
t  bases  confer  a  net  benefit  on  local  educational  agencies.  At  the  same 
time,  no  models  have  been,  designed  that  have  made  predictions  of  net 
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CHAPTER  III 

•  ,  .     *  REVIEW  OP  THE  EVIDENCE 

Under  the  Plan  of  Study  adopted  by. the  Commission  at  the* Second  Meeting 
on  December  14,  1979,  the  Cprmiiission  scheduled  hearings  for  the  follow- 
ing site>s  and  dates,  to  take  place  in  1980: 

'Washington,  D,C.  ^January  31-February  1 

Denver,  Colorado  March  6 

'    Chicago,  Illinois  .March  7  .  <t 

Seattle,  Washington  March.- 7 

*     San  Francisco,  California  April  22 

Window  <fcock,  Arizona  "*        -April  24 

San  Antonio,  Texas  April  25 

Montgomery*,  Alabama  May  1                        *  1 

New.  York,  New  York  May  15-May  16 

Washington, *D.C.      °  May  29-May  30 

In  addition,  it  was  agreed  that  members  of  the  Commission  «ould  vis^t 
the  following  sites  for  a  f irsthaod  look  at  Federal  activities':  * 

Bellevu^Nsktas&a  March  6  ™~ 

/          -      Window  Rock,  Arizona  rv    j^pril  23 

?                 Pensacola^  Florida          m  \)     May  2 

Portsmouth,  New  Hampshire  May  16   *  , 

Norfolk,  Virginia  )     May  30 

Although  the?  hearings  were  expected  to  provide  the  'Commission  with  a 
.full  measure  of  -  evidence  regarding  ,  the  operation  of  the  impact  Aid 
Program,  it  was  founa  that  it  was  only  through  in-house  research  that 
many  issues  could  be  examined.  Therefore  a  research  staff  was  -author- 
ized to  undertake  three  areas  of  special  study?  school  finance,  econo- 
mics, and  educational  needs.  \n  addition,  the  school  finance  and 
educational  needs  areas  were  to 'be  supplemented  with  extensive  legal 
research. 

;      •  '  % 

It  is  from  these  two  Sources— hearing  testimony  land  in-house*  r4se$rcl}— 
that  the  information  neces^ry  to  assist  in  developing  and  sepE>orting 
recommendations  of  the  Commission  were  gathered.  Part  A  of  this  chapter 
summarizes  the  evidence  gathered  through  the  hearings;  part  B  describes 
that  which  his  been  developed  through  staff  research. 

The  hearings  scheduled  were  designed  %o  be,  for  the  most  part,  regional 
hearings  with  designated  regions  to  be  covered  by  each  heading  as 
follows?  .  _  *  %  * 


\ 


1*  1  u 
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I,  WASHINGTON,  D.C.  - 

.      f      .  - 

■    Delaware;    District    of  Columbia;    Maryland;    North  Carolina; 

Pennsylvania;  Virginia;  West  Virginia 

XX*         DENVER,' COLORADO  i 

Colorado?  Kansas;   North  Dakota*  South  Dakota?  Utah;  Wyoming 

III.  SEATTLE,  WASHINGTON  *  \ 

*  «  "***■  * 

.    '     Alaska;,  Idaho;  Montana;  Oregon;  Washington; 

IV.  CHICAGO,  ILLINOIS  _ 

Illinois;  Indiana;  Iowa;  Ifich-igan;  Missouri;  Wisconsin;  Minne- 
sota; Nebraska;  Ohio  — 

V.  SAN  FRANCISCO,  CALlloRNIA     "    *  vs 
Arizona;  California;  Hawaii,;  Nevada 

VI.  WINDOW  ROCK,'  ARIZONA 
Arizona;  New  Mexico;  Oklahoma 

VII.  SAN  &JTONIO,  TEXAS 

Arkansas;  Louisiana;  Oklahoma;  Texas 

VIII.  MONTGOMERY,  ALABAMA 

Alabama;  Florida;  Georgia?  Kentucky;  Mississippi;,  South  Caro- 
lina; Tennessee  ^ 


,  IX.        NEW  YORK,  NEW  YORK  ~~ 

Connecticut;  Maine;  Massachusetts;  New  Hampshire;  New  Jersey; 
New  York;  Rhoae  Inland;  Vermont 

X.  WASHINGTON,  D.C. 

ii  * 

Final  witnesses,  including  representatives  of:  Division  of'' 
School  Assistance  in  Federally  Affected  Areas  {Education 
"Department)*;  Office  of  Economic  Adjustment,  Department-*  of 
Defense;  Office  of  0.S.  Coordinator  ,for  Refugee  Affairs, 
Department  of  State;  Immigration  and  Naturalization  ^Service;' 
Office  of  Policy  Development  and  Research, .  Housing  and  Orban 
>     Development;    CoaTFfciort   of    Indian-Controlled   School  Boards, 

Within  each  region,  public,  notice  of  the,  hearing  was  given  through  a 
press  release,  t&  Federal  Register  notiee,  and  letters  of  invitation  to 
present  evidence.  Letters  of  invitation  Were  seht  to  each  State  Educa- 
tional Agency  and  each  recipient  >of  Public  Law ^STT  funds*  '  At  each 
hearing,  witnesses  were  encouraged  to  prpvide  the -Commission  with 
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specific  information  regarding  the  school  districts  of  local  educational 
agencies  they  represent,  through  a  Guide  for  Witnesses^  to  provide  the 
Commission  with  a -written  statement  for  inclusion  in  the  record;  and  to 
summarize  that  statement  and  be  prepared  to  answer  questions  for  the 
record.  v 


The  Plan  of  Study  required  that  in  support  of  these  hearings,  the 
Research. Staff  would  be  responsible  for  the  following: 

(1)  Creating  and  maintaining  a  file  on  each  874  regipientj, 
including; 

.    (a)  an  inventory  of  all -Federal  property  against  whicl 
that  recipient  makes  a  claim,     „  ( 


lich 


(b)  a  description  of  the  type  of  property  and  the 
activities  conducted  on  'tfyat  property, 

(c)  an  estimate  of  the  number  of  civilian  and  military 
employees  of  the  United-  States  connected  with  that 
property, 

(d)  a  list  of  the  numbers  of  chiMr^n  claimed  by  the 
recipient  from  1974  through  the  current  year,  by 
category  of  the  claim,      t  i 

J 

(e)  a  description  of  the  community -or  ration  served'  by 
the  recipient,   in  terms  of  geography  and  economy, 

(f)  a. report  on  £he  school  finances  of  the  recipient', 
and  , 

(3)  a  description  of  the  enrollment  in  the  schools'  of 
the  recipient;  ^ 


(2)  Preparing  -a  Nummary  of  the  information  in  the  file; 

(3)  Creating  a  file  on  the  school  .financing  policies  and 
programs  of  each  State,  with  emphasis  on  -the  effects  of  the 
policies  ort  fed€raiiy-af fectea  local  educational  agencies; 

v       (4)    Preparing  briefing   papers'  for   the  members  of  the  > 
Commission  for  each  hearing,    including  a  summary  of  the 

•  ftvformation  available  for  the  region  in  which  the  hearing 
*:was  held   (with  back-up*  mater ials)  plus  suggested  questions 

-to  be  asked  of  witnesses,  designed  to  elicit  information' 

•  not  available, in  the  files  arid  background  material  on  each  ^\ 
scheduled  witness;  and  *  V  1 

(5)    Reviewing  the  transcripts  for  each  hearing,   compiling  * 
tfel  views  ar^d  information  in.  the  transcripts,  and  placing 
this  information  in  the  files. 


11 
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A.  EVIDENCE*  GATHERED  THROUGH  THE  COMMISSION  *  S*  HEARINGS? 
'Introduction  *  •  . 

(  During   the  course  of   ten  hearings  held -in  Washii^ton,*  D.C, ;  Denver, 
Colorado;   Seattle ,  Washington;   Chicago,   illi.p'oisj   San  Francisco, 
California;  Window  Rock,  Arizona;  San  Antonio,  Texas;  Montgomery, 
Alabama;   and  New  York,  New  jfprk,  the  Commission  on  the  Review  of  1  the 
-    Federal  Impact  Aid  Sfrogram  ha^heard  from  412  witnesses  representing  50 
,    States  and  Guam,  the  Department  of  Education,  the  Department  of  Hdusing 
,and  Urban  Development,  the  Immigration  and  Naturalization  Service,  and 
the  Department  of  Defense,  the  ^Department  of  State?,  and  the  Xoali tion'of 
^^ndian-Controlted  School  Boards.    Official  transcripts  of  those  hearings 
comprise  over  3,080  pag^s. 

t  t  X 

The  task  of  summarizing  that  'testimony  has  not  been  a  small  one.  Much 
*of  -the  information  presented  by  local  educational  agencies  regarding  the 
nature  and  extent  of  the  Federal  presence  in  their .community1  is  irreduc- 
ible and  not  generalized  easily  witho^  sacrificing  accuracy.  r  For  that 
reason  the  scope-  and  the  "sense"  or  the  testimony  .is  presented,  orga- 
nized around  the  following? 

*         x  • 
k        \  *  ' 

*     {1)  views  on  the  proposal  of  the  Education  Department  to  reduce  Impact 
Aid  in  fiscal  19^1  ;^7  '  !    

•  (2)  -the  tax  effort  made  py  local  educational  agencies  to. finance  their 
operations,  including  costs  imposed  by.  the  Federal  Government;  this 
subjedt  includes  a-  look  at  the  results  local  educational  agencies 
predicted  if  the  proposal-  of  the  Education  Department  were  effected; 

(3)  the  nature  and  -extent  of  the  bu'rden  imposed  by  the  Federal 
presence;  x 

additional*  Federal  impacts    for    which    the   Government    does  not 
compensate   local  educational  agencies,   including  the  cost  involving 
-compliance   with   such   mandates  as   the  education  of  all  handicapped 
children,  and  the  provision'  of  bilingual  'educat ion; 

(5)  the  jieed  for  other,  possibly,  more  comprehensive  payments  in-lieu 
of  taxes  to  replace  or  supplement  impact  Aid;  ^  * 

*  * 

C6)  revenues  lost  because  alternative  use  cannot' be  made  of  the 
federally-owned  property; 


(7)  the  economic  impact  of  the  Federal  presence;  \ 


i5/  See  Appendix  H  for  a  presentation  of  Education  Department/testimony 
before  the  Commission*     These  views  are  described  as  those  of  the 
.Education  Department,   since  testimony  offered  by  other  departments 
of  the  Executive  Branch  indicates  that  other  parts  of  the  Admlnis- 
.    tration  have  views  at  variance  with  those  of  the  Education  Depart- 
raent*      •  » 
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(8)  the  Federal  obligation  'for  t'he  irappct  of  the  Federal  presence^ 
currently  covered  by  Public  Law- 874;  -and  , 

(9)  the  special  educational  needs  of  federally-connected  children: 

The  Commission  is  cognizant  of  the  fact  th*t  there  is  a  basic  philosoph- 
ical difference  between* those  witnesses  who  testified  in  favor  of  the 
existing  impact  Aid  Program  and  the  testimony  presented  by  the  Education 
Department.      The   evidence  offered  by  the  witnesses  was  evaluated   in % 
light  of  this  difference.       *  *  . 

The  Education  Department  took  thfle  position  that  education,  is  a  State 
responsibility  and  that  the  role  of  the  Federal  Government  should  be 
limited  to  ensuring  equality  of  educational  opportunity  for  all  children 
through  such  programs. as  those  authorized  by  Title  l'qf  the  Elementary 
and  Secondary  Education  Act  off-  1965,  the  Biiingual  Education  Act,"  the 
Education  of  the  Handicapped  Act,  and  the  Indian  Education  Act.  Assist- 
ing local  educational  agencies  in  financing  the  maintenance  and  opera- 
tion of  their  schools—which  is  the  effect  of  payments  under  the  Impact: 
Aid  Program — is  not  consistent' with  that  policy.  * 

Statements  made  by  representatives  of ' the  Education  Department  made  this 
position  clear  and  indicated  "that  the  position  %>f  -the  Department ^was 
based  on  its  budgetary  priorities— with^  a  limited  budget  available  to 
the  Department,  it  must  fclace  the  programs  it  administers  for  elementary 
and  secondary  education  on  a  scale  of  priorities;  those  programs  de- 
signed to  provide  special  services  for  those,  children  having  special 
educational- needs  is  given  a  higher  priority  than  that  given  the  impact 
Aid  Program.  *    •  /  £ 

The  testimony  and  the  legislative  propositions  advanced  by  the  Education 
Department  can  be  understood  only  in  tfre  context  of  its  budgetary 
policies.  - 

\ 

At  the  same  time,  witnesses  representing  local  educational  agencies 
almost  invariably  used  the  terra  "obligation"  when  speaking  about  the 
proper  Federal  role  in  education  respecting  the  maintenance  and  opera- 
tion of  schools  affected'  by  Federal  activities.  The  use  of  Chat  term 
reflects  an  attitude  that  the  obligations  of  Che  Federal  Government  i 
should  have  a  higher  priority  than  'discretionary  choices  of  the  Educa- 
tioij.JJepartment  based. upon  budgetary  considerations.  The  terra  "obliga- 
tion" has  a  number  of  meanings— legal,  moral,  and  poli tidal— which, 
unless  the  use  of  the  term  is  carefully  evaluated',  can  be  confusing. 
For  this  reason,  testimony  about  pffligation  has  been  supplemented  with, 
and  evaluated  in  the  light  of,  research  on  the  question  of  what  is  the  , 
obligation  of  the  Federal  Government  with  respect  to  the  burden  imposed 
by  its  activities. 

The  testimony  of  witnesses  having  a  strong  interest  in  continuing-  the 
program  mt£t  .be  viewed  in  the  context  of  the  threat  .they  perceive  in 
efforts  to  reduce  the  size  of  the  program..    Some  of  their  statements 


indicated*  *a  belief  that  a  substantial'  reduction  of  the  size  *of  the 
program  would  reduce  the  number  of  local  educational  agencies  .partici- 
pating in  the  program  and/  accordingly f{  its  political,  support.  Stftte- 
ments  reflecting  this  belief  tended  not  to  deal  with  the  merits  of  the 
program  and  their  value  as  evidence  was  lifted. 

\ 

.Standard  Arguments  •  • 

Before  summarizing  the  testimony  evidence  addressed  to  those  points)  it 
is   useful   to   review   briefly   the   standard   arguments   offered,  for  and 
•against  Impact  Aid. 

The  Education  Department  argued  in  its  or iginali testimony  presented  in 
Washington,  d.C,  oru  January  31  ,  1980  f  that  Impact  Aid  should  be  cut 
because  it  "overcompensates  localities  who  enjoy  a  net  economic  benefit 
from^Federal    installations,     %ased  on   the  argument   that  communities 

\a9tively  seek'  Federal  installations,  the  Education  Department  concluded 
Federal  activities  must  be  considered  an  economic  plus,  -  Further,  the 
Education  Department  ar/ued  that  if  local  educational  agenqies  'have  not 
been  vable  to  tax  the  influx  .of  wealth  such  as  additional  payroll  and 
corporate  pcof its   flowing   from  federal  activities,    it   £s  because-  of 

*  ineffective  State  and  local  education  financing*  systems  and  not  the 
Responsibility  of  the  Federal  Government.  *  ' 

1  7 

Lqpal  educational  agencies  traditionally  yirgue  that  in  fact  communities 
do  no£  always  seek  /federal  installations  actively.  In  many  cases, 
military'  bas^s  and  'similar  installations  are  virtually  thrust  on  a 
'community.  Further^  while  communities  fight  base,S'losings,  the  concern 
is  for  the  short-term  unemployment  effects  of  a  (-losing,  rather  than  the 
long-term  economic 'gain  which  subsequent  private  use  of  ^a  site  brings.. 

Local  educational  agencies  argue  there  is  a  Federal  obligation  to  pay 
for  the  effects  of  Federal  activities,^ just  as  non-Federal  employers  and 
landowners  pay  localities^ for  seryices  provided.  %_ 

It*ffas  also  been  argued  that  it  is  not  the  place  of  the  Federal  Cfovern^ 

mentiy^o  dictate  state  and  local  taxing  and  financing  arrangements;  the 

tradiY        °'    local   control   of  education,  and  concepts  "of  federalism 

prohitt  yK^ch  a  Federal  policy.  A- 

The  Impact  Aid  Program  is  further  supported,  it  is  argifed,  because,  it 
operates  in  a  fair  and  efficient  manner.  Payments  reflect  actual  costs 
and  are  baaed  on  an  actual  number, of  students  in  attendance?  payments  go 
directly  to  local  educational  agencies  witHbut  Federal  program  require- 
ments attached;  Impact  Aid  allows  local  control;  Impact  Aid  has  the 
lowest  proportipn  of  administrative  co£t  of  any  Federal  education 
program;  and  Impact  Aic^  can  be  used  for  maintenance  and  operation, 
allowing  schools  to  fill  budget  gaps  left  by -unfunded  -Federal  mandates 
suchjas  that  set  out  in  'Public  Law  94-142,  *he  Education  for  All  Handi- 
capped Children  Act.  * 


Impact  Aid  payments  on  the  basis  of  "Bn  students  were  defended* on 
several  grounds:  residential  property  t^xes  canndt",  alone,  support 
'education;  no  private  employers  are  allowed  to^pay  only,  that  fraction  of 
their  commercial  or  industrial  property  ttaxes  which  are  represented  by 
the  percent  of  their*  employees  living  only  within  t^he  boundaries  of' 
their  political  jurisdiction;  the  impact  of  large  numbers  of  nBn  stu- 
dents is  proportionately  as  great  as  the  impact  of  large  numbers  of  "A" 
students;  if  one  accepts  the  rationale4  that  payments  for  "A"  students 
are  justified^  there  is  no  logical  reason  to%  reject  payments  on  the 
^asis  of  "B"  students/  which  are  50  percent  of  compensation  for*"AB 
students  reflecting  a  presumed  contribution  from  residential  property 
^taxes. 

*  •  ^ w 

Views  on  the  Proposal  of  the- Education  Department      -  '  < 

Local  educational  agencies  around  the  country  expressed  disbelief;  and 
grave  concern  over  the  Education  Department's  proposal  bo  reduce  Impact, 
Aid  payments  in  fiscal  1981  to  those  local  educational  agencies  receiv- 
ing "A"  payments  which  amount  ^toj  2.5  percen^  of  their  total  current 
operating  budget  or  "B"  payments  , constituting  fiv,e  percent  of  their 
budget.  Local  educational  agencies  questioned  the  rationality  of  the 
proposal,  calling  into*  question  the  validity  of  Aitting  an"  education 
program  on~  the  basis  ofc  jnere  budgetary  considerations  rather  .than  v  an 
analysis  of  the  needs  the  program  meets.  Local  'educational  agencies 
further  questioned  the  procedure  they  observe  annually  of  Federal  budget 
officers,  rather  than  education  policy  and  program "of ficers,  recommend- 
ing cuts  in  Impact  Aid, 

Addressing  those  budgetary  considerations,  however*,  local  educational 
agencies  mentioned  that  it  does  not  m&ke  sense  to  cut  Impact  Aid — an 
efficient  and  11- justified  program—while  leaving  unexamined  other 
Federal  programs.  Categorical  education  programs  can  operate  to  reduce 
the  absolute  number  of  dollars  available  to  lo£al  educational  agencies 
for  maintenance  and  operation  and  basic  instruction. 

The  Education  Department  testified  that  81  per centre*- local  educational 
agencies  which  would  lose  their  entitlement  on  the  basis  of  "B"  children 
under  the  Education  Department's  proposal  would  'suffer  a^loss  which  is 
less  than-one  percent  of  their  total  expenditures.  No  local  educational 
agency  would*  lose" 'more  than  five  percent  of  lis  expenditures.  Also,  94 
percent  of  local  educational  agencies  cut  out  by  the  proposal  would 
suffer  a  loss  of  l^ess  than  two  .percent  of  their  expenditures.  Only  one 
percent  of  those  local  educational  agencies  losing  their  -Impact  Aid 
would  absorb  the  full  £dve  percent. 

Tax  Effort  y 

Hearing  f rom- that  81  percent,  the  Commission  was  told  virtually  no  loss 
is  absorbed  ^asily.     Representatives  from  those  districts  pointed  out' 
that  inflation  takes  a  bite  out  of  budget^  yearly.    Some  representatives 
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of  districts  admitted  a  modest  ingrease*  in  local  taxes — a  single  addi- 
tional mill,  for  'example—would  replace  lost  Impact  Aid  funds.  <  Others 
expressed  ^concern  that  they  are  not  able legally, ^  to  raise  taxes  or 
inocease  expenditures.  Nine  States  have, local  budget  caps;  31  States 
have  local  tax  limits.  It  was  by  far  the  exception  to  hear  that  a  local 
educational*  agency  considered  It  could  absorb  a  cut  in  Impact  Aid.  / 
Quite  the  contrary,  representatives  of  districts  listed  the  results  tff  a 
cut  sgch  as  that  proposed  by  the  Education  Department,  Those  results  ^ 
. included: 

*  f 

(1)  Laying  off  teachers  and  o^her* personnel  or  cutting  salaries.  4£he/ 
figures   of   ^ocal  educational  agencies   specifying  how  nlfeny  teachers 
would  be  laid  off  if  the  Impact  Aid  cuts  were  effected  reveal  that 
several  hundred  teachers  would  lose  theif  jobs. 

#(2)  Reducing  programs  and  services — ranging  from  cutting  out  entire 
programs  such  as  music  and  lunch  services  to  eliminating  ^teacher  aides 
and  individualized  instruction; 

(3)  Increasing  class  size;  9 

(4)  Reorganizing    the    district    for    inclusion    in   another  district; 

(5)  Refusing  to  provide  a  free*,  publi^  education  to  federally- 
connected  children;  and  _  *  *" 

(6)  Changing  the  boundaries  of  *a  district  to  exclude  a  Federal  instal-, 
lation  from  the  distrigt.  V. 

Oftentimes  theseef fects  would  mean  loss  of  accreditation,  local  educa- 
tional agencies^feld.  -s 

Local  educational  agencies  with  heavily  impacted  school  districts  cited 
these  disruptions  and  more,"  starting  that  tax  increases  of  3s  much  as  30 
percent' would  >e  required  to  replace  Impact  Aid.  £ven  more  dramatic, 
many  heavily  impacted  schools5  stated  flatly  they  would  have  to  clos<: 
their  doors  if  they  did  not  receive  their- Impact  Aid  payments. 


Fiscally  dependent  local  educational  agencies-- ithose  with  no  independent 
taxing  authority^  which  comprise  a  majority  of  local  educational  agencies 
in  nirie  of  the  50  States — stressed  the  problems  they  have  of  requesting 
tax  increases,  from  .local  ,  units  of  government  unSer  taxing  J&rqcedures 
over  which  locals  educational  agencies  have  no  control.  4  Furthermore, 
local  educational  agencies  cited  the  political  problems,  resulting  from 

-changing  demographics  in  the  IJnKed .  Stages  today,  pf  lack  of  polit^al 
support  for  public  education.  "On^drtness  pointed  out  that  only  one- 

'fourth  of  thfe  adults  in  Georgia  ^ave  children  in  public  schools;  the 
largest  portion  of  the  electorate  which  would  "have  to  approve  a  tax 
^ncj^ase  ^as'no  stake  in  and  jjgpr  not  be  supportive  of  tax  initiatives 

for  public  schools. 

1  * 
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v    Burden  Imposed  by  federal  Presence 

One  of  the  major  topics  of  testimony  was  the  actual  burden  imposed  by 
the  Federal  presence  in  the  school  district,  county,  or  area  that  the 
*  witnesses  were  representing.  Testimony  upon  such  atopics  included 
actual  listings  of  the  Federal  holdings  in  the  school  district,  military 
bases,  Indian  reservations,  numbers  of  federally-connected  students,  and 
l$pal  revenue  sources,  A  distillation  of  all  these  facts  into  a  mean- 
ingful, eas-ily  comprehended  whole  is  nearly  an  impossible  task.  A 
complete  listing,  or  printout,  of  the  exact  number  of  federally- 
connected  students,  local  education  revenues,  and  type  and  number  of 
Federal  installations  is  available  from  the.  computers  of  the  Division 
m  of  School  Assistance  in  Fe^rally  Affected  Areas.  The  percentage  of 
Federal  land  in  each  State  isas  follows:  * 


Federal  % 


Federal  % 


NORTHEAST 

2.2 

MIDWEST 

4  1 

1  • 

Connecticut 

0.3 

*1. 

Illinois 

1.6 

*2. 

Maine 

0.7 

^- 

Indiana 

2.1 

3. 

Massachusetts 

1 .9 

*3. 

Iowa 

0.6 

4. 

New  Hampshire 

12.3 

*4. 

Kansas 

1.4 

5  • 

New  Jersey 

^  2.7- 

*5. 

Mich  igan 

*  9.4 

6 . 

New  York 

r      0.8  * 

*6. 

Minnesota 

6.7 

7. 

Pennsylvania 

2.3 

7. 

Missouri 

,  4.9 

8. 

Rhode  Island 

1.T 

*8, 

Nebraska 

1.4 

9. 

Vermont  * 

4.8 

*9. 

North  Dakota 

5.3'  5 

10. 

Ohio 

1.3 

South  Dakota 

.   *  6.9 

*12. 

Wisconsin    >  . 

5.3 

SOOTH  \ 

Federal  % 

'  .Federal  ^ 

"5.0 

WEST  "  •" 

53,.  5  • 

\* 

Alabama 

3.5  -  ■ 

Alaska 

96:4  •' 

2. 

Arkansas  . 

9.9 

*2. 

Arizona 

43.7 

3„ 

Delaware 

3.2 

*3. 

California 

45.4 

*4. 

Florida 

10.4 

-*4.^C61©radd 

36.1 

"5. 

Georgia 

5.9 

5. 

Hawaii 

.9.9 

6. 

Kentucky  ' 

5.4 

*6. 

-Idaho 

66.8 

7. 

Louisiana 

.   .  3.7 

*7. 

Montana 

29  ".6 

8. 

Maryland 

•    '  3.3 

*8. 

Nevada 

85.8 

*9. 

Mississippi 

5.5 

*  *9. 

New  Mexico 

33  .'6 

*10. 

North  Carolina 

6,4 

*10. 

Oregon 

52.4 

Oklahoma 

.  3.5, 

*11. 

Utah 

64.-9 

^12. 

South  Carolina 

5.9 

*12.' 

Washington  • 

'  29.1 

13. 

Tennessee 

6.7 

*13. 

Wyoming 

48.1  ■ •  . 

14. 

Texas 

1.9  V 

"  15. 

Virginia 

9.2 

16. 

West  - Virginia 

.    7.0  . 

*  States  which  have  federally  recognized  Indian  lands. 
SOURCE x  General  Services  Adlnnistration.  " 
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In     grand     summary,    *the     Summary  Report  of  Real  Property  Owned  by  the 
UnfEed  States  Throughout  the  World  as  of  September  30,  1978     (General  * 
Services  Administration:  August  1979),  shows  the  total  holdings  of  the 
Federal  Government  are  as  follows,     4  -  1 

The  Pederal  Government  owns  23,988  installations  in* the  United  States 
comprising  775,3  million  acres,  2,598  million  square"  feet  of  floor  area, 
and  various  othen  structures  and  -facilities,  *  ' 

Pederal  real  property  is  located  in  each  of  the  50  States  and  th<=» 
District  of  Columbia  and  is  worth-  over  "$100  billion*  Structures  and 
facilities  represent  nearly  $50  billion  or  half  of  the  ^total  cost  of 
Pederal  real  property  in  the  United  States, #  Structures  and  facilities 
owned  by  the  Pederal  Government  include:  utility  systems;  .communications 
systems?  roads  and  bridges?'  railroads?  monuments  fcnd  memorials?  airfield 
pavements?  harbor  and  port  facilities?  hydroelectric  and  other  power 
development  projects?  reclamation  and  irrigation  projects?'  underground  ' 
vaults?  sliding  shipways1  sidewalks,  and  parking  areas. 

The   775*3  million  acres  that   the  Pederal  Government  owns  consii^  ^: 

711,9  million  acres  of  public  domain  land  and'  £3*4  million  ^cr^ac- , 
quired  by  purchase,  donation*  or  other  methods.    No  cost  is. recorded  or 

•reported  for  public  domain  land?  that  acquired  by  purchase,  donation  and 
other  methods  is  valued  at  $8,8  billion.     Acreage  owned  by  th£  Pederal 
Government  consists  of  forest  and  wildlife  reservations,  grazing  land,, 
parks  and  historic   sites,  'Alaska  oil  and  gas   reserves,   and  military 
fields.    In  all,  nationwide,  the  Pederal  Government  owns  33.7  percent  of 

"all   land:   53.5  percent   in  the  West?   4.1-  percent  in  the  Midwest?  2.2- 
percent  in  the  Northeast?  and  five  percent  in  the  South, 

The  Pederal  Government  owns  406,494  buildings  with  an  acquisition  cost 
of  $41.5  billion.  ^The  Department  of  Defense  controls  more  federally- 
connected  building  space  than  any  other  U.S.  agency.  The  Departments  of 
Interior  and  Agriculture  control  more  federally-fconnected  lands  than  any 
other  agencies.  1  h  * 

Additional  Federal  Impacts 

t  The  Pederal  Government  imposes  burdens  on  local  educational  agencies  by 
owning  tax-exempt  land  in  districts  arfd  by  increasing  enrollments  with 
children  of  families  who  live  o^  work  on  Federal  land.  These  are  the 
traditional*  Impact  "Aid  "revenue*  and  "service**  burdens.  There  are  other 
pu^S^ns  carried  by  local  educational  agencies  because-  of  Federal  man- 
dates or  Pederal  activities  not  covered  by  Impact  Aid.  Local  educa- 
tional agencies  have  argued  in  the  hearings  that  these  additional 
impacts  are  caused  directly  by  tfte  Pederal  Government*  Because  they  are 
traceable  to  Federal  policies  or  activities,  it  is  argued  that  Impact 
Aid  should  be  expanded  to  compensate  for  the  burden  those  policies  or 
activities,  impose.  * 
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For  etfamp^e,  the  Government  will  pay  Impact  Aid  to  a  logaX  educational 
agency  based  on  the  number  of  federally-connected  military  dependents 
located  within  the  boundaries  of  its  school  district  if  a  military 
airbase  is, placed  there.  But  Impact  Aid  does  not  take  into  account  that 
the  non-federally-connected  properties  surrounding  the  .base  are  higfily 
restricted  in  thei'r  use  and  yield  less  tax  revenue  hecause  of  Federal 
use  of  the  airbase. 

The  most  obviou^  and  direct  additional  irapactsr  mentioned  by  local 
educational  agencies  are  those  that  stem  from  VFederal  laws  such  as 
Public  Law  94-142,  the  Education  for  All  Handicapped  Children  Act.  The 
greatest  concern  expr^jped  by  these  local  edudational  agencies  is  that 
while  the  Federal'  Government  requires  all  local  educational  agencies  to 
provide  a  free,  "appropriate  public  education  to  han8icapped_  children 
regardless  of  cost,  the  Federal  Government  does  not  Support  those 
required  services  sufficiently.  Other  impacts  arising  from  this  mandate 
are  transportation  costS'for  children' who  must  be  bused  to  a  neighboring 
local  educational  agency  capable  of  providing  special  education  ser- 
vices. In  the  pase*  of  districts  in  sparsely  populated  areas  such  as 
Indian  reservations,  where  transportation  costs  can  constitute  over  25 
percent  of  a  districts  budget,  t  rancor  tat  ion  costs  for  handicapped 
childreif  are  especially  high.  In  addition,  lobal  educational  agencies 
have  additional  costs  of  diagnostic  testing,  special  teachers,  and 
program  coordinators.  j> 


Another  Federal  impact  arising  from  a  legislative  mandate  Vs  the  re- 
quirement that  children  of  limited  English  proficiency  be^  provided 
bilingual  education.  Still  another  is  the  prohibition  against  sex 
discrimination  whfch  requires  local  educational  agencies  to  provide 
physical  Education  programs  without  regard  for  sex  of  students.  Final- 
ly, desegregation  orders  are  a  cx/sEly  matter  for  local  educational 
jenciesjCone  which  many  consider  federally-imposed. 


A  raK^tacr  presence  causes  far  greater  impacts  than  the  cost  ofi  educat- 
ing ira*s!ary  dependent^  alone.  Fluctuating-  enrollment  causes  many 
problems:  additional  paperwork  and  record  keeping  are  both  costly  and 
time-consuming  ^id  the  mobile  student  often  has  special  educational 
needs.  In  addition,  areas^near  military  baseg  often  have  special  law 
enforcement  problems.  Flight  patterns  can  limit  land  use  and  value. 
Finally,  because  many  enlisted  people  are  in  need  of  Adult  Basic  Educa- 
tion, local,  educational  agencies  have  to  supply  such  programs  at  their 
own  cost. — '         _  l 

"  i    :  - 

Another  impact  of  the  Federal  Government  is  the  presence  of  undocumented 
aliens  and  reftKjees.  It  is  argued  that  these  'aliens  and  refugees  are 
here  as  a  4ir¥ct  result  of  Federal  policy*    The  refugees  are  here* 


46/  Included  as  Appendix  I  is  a  -summary  of  testimony  regarding  special 
burdens  local  educational  agencies  bear  because  of  a  Federal  pres- 
ence in  their  community. 
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because  pf  the  Government's  resettlement  program.  The  number  of  undocu- 
mented aliehS^ increases  because -  the:  federal  Government  has*  failed  to 
enforce  inutftgration  laws  adequately.  1 

*  * 

Other  additional  impacts  can  be  listed^ ^cash  flow  problems  (when  impact 
Aid  payments  Arrive  too  late,  some  states  will  not  let  local  educational 
agencies  substitute*  funds  marked  for  other  purposes);  inflation;  the 
removal  of  portions  of  the  tax  base  by  the  construction  of  highways;* 
declining  property  values  near  military  bases  and  low-rent  public 
housing;  police  enforcement  problems  neax  low-rent  public  housing?  and  a 
hi'gh  staff  turnover  on  Indian  reservations  and  military  bafc^. 

Payments  in-Lieu  of  Taxes  '  "  *- 

The  federal  activities  recognized  traditionally  by  impact  Aid  as 
warranting  compensation,  are  a  burden  upon  local  educational  agencies. 
These  traditional  impacts  consist  6f  the  Federal  Government  not  only 
depriving  educational  agencies  of  revenue  by  reducing-  the  local 

tax  base  when  it  owns  real  property,  but  by  imposing  a  cost  oft  schools 
when  children  livincp  on  Federal  land  or  living  with  parents  working  on 
Federal  land  must  be  educated  in  the  local  schools.  In  addition,  the 
concomitant  impacts  outlined  above  affect  local  educational  agencies 
financially*  * 

All  local  educational  agencies  welcome  Impact  Aid  as  it  compensates  for 
traditionally  recognized  burdens.  *  in  fact,  it  is  essential  to  the* 
operation  of  the  school  system  in  most  of  the  local* educational  agencies 
testifying.  Impact  Aid  payments  are 'regarded  as  in-lieu  <>f  taxes 
payments  and  are  the  only  Federal  funds  which  the  school  system  can  use 
as  general  fund  money.  Mast  local  educational  agencies  assert  that  the 
Government  is, getting  a  bargain  with  Impact  Aid,  for  the  payments  are 
far  less  than  th<*y  would  be  if  Federal  property  were  taxable.  But  for 
this  very  reason,  impact  Aid  payments  ajre  not  -adequate  .compensation  for 
the  sometimes  overwhelming  burden  that  the  Federal  presence  imposes,  and 
local  educational  agencies  expressed  the  need  for  a  possibly  more 
comprehensive  program  of  payments  in-lieu  of  taxes'4  (PILOT^. 

A  'Ofew  local  educational  agencies  testified  that  they  would  prefer/a 
comprehensive  PILOT  program  instead  of  Impact  Aid.  Virtually  etfery 
local  educational  agency>  providing  information  on  assessed  valuation  of 
teder^lly-owned  property  showed  thatri£.the  property  were  taxed  at 
prevailing  rates,  the  local  educational  agency  would  yield  much  more 
revenue  than  Impact  Aid  provide^. 

The  Commission  is  aware  of  the  fact  th&t  a  policy  in  favor  of  PILOT  has 
been  studied  by  various  parts  of  the  Federal' Government  for  many  years, 
both  in  connection  with  the  Impact  Aid  Program  and  with  respect  to  the 
States  and  local  units  of  government,  generally.  A  report  of  the 
Advisory  Commi|^ion  on  Intergovernmental  Relations  on  PILOT  has  recently, 
been  released. — ' 

—  :   < 

47/  R.D.   Ebel  &  J.E.  Towles,  Advisory  Commission  on  Intergovernmental 
Relations,     Federal  Payments  In-Lieu  of  Local  Property  Tax  Payments 
'     (1980).   :  
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As  was  the  case  in  the  hearings  of  this  Commission,  an  equitable  PILOT  ^ 
program  vith  respect  to  ^local>  educational  agencies  is  difficult  to 
describe)  and  even  more  difficult  to  conceptualize  beyond  the  scope  of 
an  individual  school  distript.  *lriherent  in* any  PILOT  program  is  the 
question  of  alternative  use  of 'the  Federal  property.  How  much  revenue 
would  a  particular  piece  of  property  raise  if  taxed? 

Alternative  Uses 

A  concept  related  to  the  revenue  a  locality  would  raise  if  Federal 
property  were  taxed  is  the  revenue  a  local  educational  agency  would  gain 
from  the  land  if  the  Federal v installation  had  not  b£en  there.  Most* 
local  educational  agencies  acknowledged  that  they  were  unable  /to  say 
with  certainty  how  federally-owned  land  would  have  been  used— a  determi- 
nation  requiring   projections   by   local  planners  and  l*nd  use  experts. 

Some  local  educational  agencies  pointed  out  with  certainty  how  property 
owned  by v  the  Federal  Government  would  be  used.  In  most  cases  it  was 
clear  that  private  use  of  the  land  would  yield  the  local  Vocational 
agency  more  revenue  than  Impact  Aid  provides.  For  example,  local 
educational  agencies  located  near  beaches  and  coasts  testified  that 
those  areas  could  easily  become  revenue-producing  recreational  areas  or 
sites  for  develcJjpment  of  condominiums'  and  motels. 

The' school  districts  of  some  local  educational  agencies  are  located  near 
Federal  installations  surrounded  by  valuable  industrial,  commercial,  or 
residential  .property.  Those  local  educational  agencies  testified  that 
private  use  of  the  f ederally-owijed  land  would  surely  yield  more  revenue 
than  Federal  ownership  does. 

Local  educational  agencies  with  low-rent  public  housing  pointed  out  that 
almost  any  taxable  residential  unit  would  produce  more  'revenue  annually 
than  the  ten  percent  paid  by  the  Department  of  Housing  and  Urban  Devel- 
opment in-lieu  ofvtaxes.  .  * . 

In  each  case,* if  revenue  is-lost  by  a  local  educational  agency  by  virtue 
of  the  Federal  presence, 'it  is  a  crucial  part  of  a  determination  of 
whether  a  local  educational  agency  bears  a  f  net  economic  benefit  or 
burden  as  a  result  of  th^  Federal  presence. 

Economic  Impact  ■  *  * 

On  the  i^sue  of  net  btyrden,  which  is  the  cornerstone  of  the  Education 
Department's  proposal  'formatting  Impact  Aid  in  fiscal  1981,  local  _ 
educational  agencies  were,  ton  the  whole,  unable  to  provide  the  technical  " 
and  sophisticated  information  necessary  to  det§rmineN net  economic 
impact.  This  is  not  surprising,  given  that  the  Commission  is  breaking 
new  ground  in  developing  a  model  to  conduct  an  economic  impact  study. 
Local  educational  agencies  were,  however,  able  to  provide  -bits  of 
information  relating  jj^o  positive  and  negative  effects  of  the  Federal 
presence  considered  alone, 
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Military   installations  by  and   lar§e   were  seen   as    having   a  positive 
effect  on   the  community,   though   not  necessarily  a  positive  economic, 
^effect.     Without  highly  technical  information,   a  community  could  not 
tell,  how  much- money  .produced  by  the  multiplier  effect  actually  got  back 
into   the  school  systfem  toA  provide  for  the  education  of  military  de- 
pendents.     When  citing  positive   effects,   local  educational  agencies 
mentioned  the  stimulating  presence  off  th£  military,   including  the 
-advantages  of  having  people  in  the  community  with  international  back- 
aground  and  experience. 

Representatives  from  certain  States  provided  examines  of  extreme  nega- 
tive   economic  impact— rAlaska,    for   example,    where   98  -percent   of  the 
acreage  is  owned  by  the  Federal  Government.    Alaska  has^virtuarly  no  tax 
base   from  which   to   raisjs   revenues   for   fbcal  education  expenditures.  / 
Deficient  tax  bases  also  occur  £n  local  educational  agencies  which  are  { 
located  mostly,  i*f  not  entirely,  upon  Indian  reservations.  % 

\ 

v. 

The   energy  development   industry   often  locates   in  western   areas  with 
^extensive  Federal  ownership.     Usually  those  areas  have  .a  sioall  school 
system  with  a  tax  base  capable  of  supporting  only  a  small  system., 
•Employment  gener^fed  by  the  industry  can  create  havoc  fct  a  small' 
system,  bringing*  large  numbers  of  families  with  school-age  children  to 
the  area.    Economic  benefits^  of  the  energy  industry* are  limited  because 
the  facility  brings  mny  of  its  employees  with  it  to  the  area.  Local 
employees  working   in  support  positions  on  the  installation  are  often  ^' 
paid   below  market   wages   because   the   facility  attracts   an   influx  of 
job  seekers. 

In  tullahoma,  Tennessee,  many  employees  at  the  Atomic  Energy  Development 
Commission  are  engineers,  chemists,  and  physicists.  They  are  paid  on  a 
higher  wage  scale  than  a  typiqal  business  would^pay.  Because  of  the 
higher  wage  standards,  especially  at  the~f acility,  other  businesses  have 
locat/yl  elsewhere.  This  has  resulted  in  a  limited  industrial  tax 
base/ — 


4B/  The  Commission,  using  its  in-house  researq^  capacity,  devoted 
^    considerable  time  and  expense  to  supplementing  the  hearing  record" on 
—  the  £§2i&es  'of  alternative  use  of  tax-exempt  property  and  the  econom- 
ic   impact    of    Federal    activities   6n   local   educational  agencies. 

The  hearings  were  supplemented  by  site  visits  by  the  research  staff, 
led  by  the  Staff  Economist.  These"  site  visits  concentrated  on 
military  installations  and  included^such  installations  located  in 
Chamber sburg,^  Pennsylvania;  Bellevue,  Nebraska;  Jiaynesville,  Mis- 
souri? Box  Elder,' South  Dakota?  Davis  County,  Utah? >Escambia  Counfy,  ' 
Florida;  Portsmouth,  New  Hampshire; . and* Norfolk,  Virginia.  In  each 
of  these  sites,  information  was  gathered  to  develop  and  test  a  model 
designed  to^  measure  the  impact  of  Federal  activities  on  the  finanpes 
of  local  educational  agencies.  * 
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Federal  Obligation  for  impact 

Local  educational  agencies  addressing  the  issue  of ' the  Federal  Govern- 
ments financial  responsibility  toward  *  the  education  pf  federally- 
•  connected  children  consistently  argued  that  when  the  Federal  Government 
acts  as  an  employer  and  a  landowner,  it  should  pay  its  way  $s  otjier 
employers  and  landowners  do..  Further,  local  educational  agencies  said> 
the  Impact  Aid  statute  since  its  inception  has  expressed  a  rFe^ral 
concern  for  the  education  of  children  of  its  employees.  Thus  in  ad- 
dition to  purely  financial  obligations,  the  Federal  Government  is 
obligated  to  ensure  that  children  of  Federal  employees  have  access  to  a 
public  education  as v other  children*I^ave. 

A  few  local  educational  agencies  mentioned  the  particular  problems 
^ssociateg  with  base  closings  '  and  decreased  Federal  ""activities.  In  * 
those  cases,  schools  ^are  left  with  long-terra  cdn£racts  for  things  such 
as  buildings, 'buses,  books^  and  other  supplies* 'wftich  they  do  not  need 
because  closure  of  ,  the  -federal  installation  has  reduced  enrollment.  - 
Local  educational  agencies "  testified  that  the  Federal  obligation  in 
those  cases  is  especially  strong. 

Local  educational  agencies  testifying  at  the  Window  Rock*  Arizona, 
hearing  spoke  of  the  special  responsibility  the  Federal  Government  has 
for  the  education  of  Indian  clflldren  because  of  the  very  large  number  of 
treaties  #h/ch  expressly  guarantee .education  for  Indian  children. 

.  /  « 

Local  educational  agencies  also  testifying- at  the  Seattle,  Washington, 
and  San  Francisco,  California,  hearings  felt  that  it  is  Federal  policy 
that  brings  refugees  into  the  country  and  thus  into  their  respective 
school  districts. 

• 

Many  witnesses  used  the  term  'obligation"  wh£n  testifying;  and  the 
hearing  record  does*  hot  make  clear  its  technical  meaning  or  meanings 
when  so  'used.  In  fact,  its  use,  generally,  was  in  a  "loose  sense  of 
*  "what  ought  to  be  done*— in  the  sense  of  a  moral  or  political  (when  - 
compared  with  other  uses  of  Federal -funds}  obligation.  It  was  in  this 
sense  that  the  hearing  record  was  assessed  by  the  Commission. 

V  ' 
Those  witnesses  who  expressed  a  belief  that  ittte  Federal  obligation  -was 
•educational*  in  nature— that  is,  an  obligation  for  the  education  oS 
children  in  general  or  for  continuing  a  program  upon  which  local  educa- 
tional agencies  had  become  fiscally  dependent — were  heard;  and  due 
consideration  has  been  given  to  their  evidence.  Testimony  regarding  a 
Federal  obligation  arising  from  a  fiscal  burden  placed  upon  a  unit  of 
local  government  which  has  a  right  to  exist  and  operate  under  the  laws 
'SS^the  States  and  which,  under  those^  laws  and  the  Constitution/  must 
provide  a*  free  public  education  for  all  children  within  their  jurisdic- 
tions, was  given  a  greater  weight, 
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Educational  Needs  of  Federally-Connected  Children  * 

Local  educational  agencies  testified^  th*t  federally-connected  children 
require  various  special  services*  '  Those  special  needs  of  military 
dependents,  American  Indian  stu4ents,  refugees,  and  students  residing  on 
low-rent  public  housing  projects  are  summarized  as  follpws: 

Military*  Military  dependents  are  highly  j&obile  students.  The  fre- 
quency, >suddenness,  and  unpredictability-jof  military  reassignment 
procedures  cause  aerious  social  and  psychological  stress  on  these 
'students*  Education  programs  which  are  not- consistent  from  area  to  area 
can  cause  children  to  arrive  £az  behind  or  ahead  of  new  classmates, 
generating  a  traumatic  dislike  for  school  which  impedes  their  adjustment 
to  schools.  This  stress  from  constant  reassigniaejit  contributes  to  the 
instability  of  the  family  and  a  lack  of  cbmmitment  to  become  involved  in 
the,  community.  Family  patterns  are  often  non-standard.  For  example; 
many  students  live  in  one  parent  households  because  of  extended  duty  on 
ship  by  the  other  parent*  These  students 'are  frequently  out  of  school 
for  an  extended  period- of  time  while  the  family  moves  from  one  base  to 
another  or  from  one  Government  project  to  another*  Absence  from  school, 
coupled  with  the  variation  in  curriculums,  creates  barriers*  to  the 
students'  learning. 

Poverty  is  not  uncommon  to  military  families*  Lower  military  ranks 
frequently  live  in  public  housing  and  use  food  stamps  at  commissaries. 
A  significant  number  of  military  parents  are  married  "to  non-English- 
speaking  , spouses,  thqs  creating  learning  problems  for  the  children. 
These  children  lack  a  sufficient  command  of  English  and  experience 
difficulty  in  classrooms  because  English  is  not  spoken  at  home. 

Constant  turnover  in -a  local  .educational  agency's  enrollment  creates 
both  financial  and  administrative  problems.  Local  educational  agencies 
must  replace  textbooks,  workbooks,  and  other  basic  materials,  in  some 
cases  up  to  15  percent  a  year.  Mobility  increases  the  need  for  remedial 
assistance,  additional  secretarial  and  clerical  assistance  is  required 
for  keeping  enrollment  and  transfer  records, "local  educational  agencies 
must  provide  extra  counseling  and  psychological  services  to  n*et  the 
special  needs  of  highly  mobile  students,  and  testing  for  grade  place- 
ment, achievement,  and  special  education  must  be  duplicated  in  many 
cases.   

Indian  Children?.  The  Commission  has  heard  testimony  concerning  conflict 
of  values  between  the  public  school  miiieur  and  the  home  context  of 
Indian  students.  .  An  Indian  school  superintendent  observed  that  the 
Navajo  word  for  public  schools  is  translated  "school^of  the  little  white 
children,"  and  indicated  that  the  honoring  of  Indian  .culture  in  the 
schools  is  relatively  recent.  Aijerican  Indian  students  frequently  speak 
their  native  language  at  homeland  come  tcr  school  with  the  standard 
educational  needs  of  non-English-speaking  or  bilingual  children.  Con- 
centrations of  Indian  ptudents   in  a  school  district  commonly  require 
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highly  individualized  diagnostic:  teaching,  requiring  a  low  teacher/ 
student  ratio.  Impact  Aid  funds  .are  commoiiy"used  to  enable  local 
educational  agencies  to  have  the  "lower  teacfier/stifdent  ratio's.  The  vast 
distances-students  must  ride  by  school  bus— morningVand  Afternoon  rides 
as  long  as  two  hours  were  cited  on  the  Navajo'  reservation— requires 
transportation  expenditures  by  local  educational  agencies  which  are 
unusually  high.  v 

a 

Refugees  and  Illegal  Aliens.  Refugee  families  obviously ' have  problems 
of  traumatic  relocation.  Enormous  variations  in  successive  waves  of 
Indochinese  refugees  have*  been  noted.  The  children,  of  later  "boat 
people"  are  commonly  observed  in  public  schools  to  have  much  greater 
problems  of  poverty  and  us,uai€y  come  from  lower  echelons  of  Vietnamese, 
Laotian^  and  Cambodian  societies.  Thus  there  is  usually  less  family 
education,  and  more  problems  with  English.  Hostile  reception  of  later 
refugees  perceived  to  be  foreign  by  other  refugees  from  the  same  country 
has  often  .been  a  jproblem  for  Asian  refugees,  particularly  where  a  threat 
to  the  local  job  market'  is  feared.  In  addition  to  basic  educational 
services,  local  educational  agencies  must  provide  these  students  much 
more  concentrated  services  in  bi£ingual  education,  special  counseling, 
and  frequent  tutoring  services. 

Children  of  undocumented  aliens  also  have  the  problems  attendant  with 
transience.  Local  treatment  of  the  corresponding  needs  for  these 
children— bilingual  educations  smaller  classes,  trans-cultural 
understanding— varies  greatly.  _  it  ite  reported  that  California  has 
affirmative  action  programs  for  such"  children.  Texas,  until  recent 
-intervening  court  cases,  effectively  excluded  them  by  requiring  payment 
of  tuition*^  Their  illegal  status  means  children  having  special  problems" 
are  in  the  school  system  without  being  off icially' acknowledged. 

r, 

Low-Rent  Public  Housing.  Local  educational  agencies  delated  the  added 
responsibility  placed  upon  them  as  a  result  of  servicing  students  from 
low-rent  public  housing.  These  students  are  often  in 'need  of  remedial 
education  in  basic  skills,  especially  reading.  They  often  need  "special 
counseling  for, problems  and  pressures  associated  with  poverty.  Local, 
educational  agencies  must  provide  additional  reading  skills -programs, 
special  teaching  services,  and  a'dded  counseling  staff  to  handle^the 
needs  of  these  students.— 7  / 

*■  /■ 

Public  Law  815  (Construction) 

Though  not  within  the  Commission's  mandate  for  review  and  evaluation, 
^ocal  educational  agencies  also  testified  regarding  Public  Law  815. 
Section  lp  of'  that  law  provides'  ".for  the  construction  of  and  repair  of 
urgently  needed  school  facilities ^to  house  children  residing  on  Federal 

   .    « 

49/  See_  Appendix  J  for  a  discussion  of  testimony  'before  the  'Commission 
regarding  Federal  involvement  in  public  housing. 
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proper ties...*    It  should  be  noted  that  section  10  of  Public  Law  815  is 
permanent  legislation  and  is  only  reviewable  through  the  appropriations 
process.    Since  being  enacted  in  1950,  up  until  1967,  Public  Law  815  £ady 
'generally  been  funded  fully.     Since  then,  however,  appropriations  h 
been   insufficient  to  satisfy  all  entitlements.      Port  Bragg   in  North 
^Carolina,  alone,  is  $20  million  behind  in  repairs  and  construction?  $200 
'million,  is  estimated  to  be  necessary  for  repairs  and  construction  for 
all  schools  on  Pederal  property. 

Logal  educational  agencies  reiterated  many  times  that  they  must  use 
Public.  Law  874  funds  for  construction  instead  of  as  general  operating 
revenues.  Representatives  of  school  districts,  particularly  those  with 
military  bases  or  high  Indian  enrollment  within  their  boundaries,  have 
arged  the  Commission   recommend   that  Public  Law  815  be   funded,  fully. 

School  districts  that  experience  rapid  increases  in  .enrollment  due  to 
transfer  of  military  employees  are  hard  pressed  to* find  .space  to  accom- 
modate students.*  Many  pr^ent  section  10  buildings -were  built  *in  the 
1950fs.  and" 1960's,  and  this  now  poses  numerous  problems: 

•  * 

1)  they  need  extensivdBfcpairs ? 

2)  they  are  lacking 'in  space  and  modern  facilities; 

3)  ,there  is  ar\  increase  in  the  number  of  families  being  placed  in 
on-base  housing;  and r 

4)  children  are  in.  excess  of  the  rated  'capacity  of  these  buildings, 
leading  to  ta)' split  schooling  shifts  of  reduced  hours  (morning/after- 
noon); and  (b)  requiring,  locating  students  in  Wgrld  War  II  wooden, 
dilapidated,  inferior  buildings.^  . 
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B.  RESEARCH  OP  THE  COMMISSION  STAFF  ■  •  - 

.  4 

The  Commission   on   the   Review  of   the  Federal  impact  Aid  Program  was 

charged  by  law  with   "reviewing  and  evaluating  the  administration  and 

Speration  of  the  Federal  Impact  Aid  Program,"  Specifically,  that  law 
required  the  Commission  to- consider 

(1)  the  equity  of  the  present  funding  structure;^ 

(2)  the  relative  benefit  of  Impact  Aid  assistance;  and 

(3)  the  best  means  of  assisting  federally-affected  local  educational 
agencies  to  meet  educational  needs. 

-  I 
The  Plan  of  Study  provided  that  each  of  the  questions  likely  to  be 
raised  during  the  course  of  its  work  would  be  arranged  aroUnd  th£se 
issues  and  would  be  the  subject  of  a  special  study.  These  special 
studies  formed  the  basis  for  the  .recommendations  set  out  in  Chapter  IV 
of  this  report.  The  Commission  gathered  evidence  for  use  in  those 
studies  through  in-house  research  and  a  series  of  hear ingsi*\  Part  A  of 
this  chapter  was  a  summary  of  testimony  presented  at  the  hlariftgs;  Part 
B  is  a  description  of  the  research  conducted  by  the  Commission  and  a 
summary  of  the  studies  themselves. 

D  The  Equity  of  the  Present  Funding  Structure 

In  its  review  of  the  equity  of  the  present  funding  structure  of  the 
Impact  Aid  Program,  the  Commission  has  examined  the  basic  premises- of 
the  program  in  order^to  determine  the*concepts  of^equity  the  Congress 
used  in  creating  the" program  and  found  that  the  underlying  concept  of 
equity  th<yi  used  aby  the  Congress  was  that  local  educational  agencies 
ought  to  lie  compensated  for  the  burden  imposed  upon  them  by  Federal 
activities  and  that  the  amount  of  the  compensation  ought  to  approxi- 
mate the  amount  of  the  fiscal  burden  placed  upon  local  educational 
agencies  by  those  activities.  1 "  .  . 

With  respect  to  Federal^ burden  associated  with  real  property,  the 
evaluation  involved  a  determination  of  revenues  lost  because  of 
Federal  laws  exempting  real  property  from  local  taxation  and  of  the 
cost  of  educating  the  children  connected  with  that  property;  and  with 
respect  to  burden  not  so  associated,  it  involved,  a  determination  of 
the  cost  of  educating  children  in  attendance  at  public  schools  as  the* 
result^  Federal  activities  and  policies  which  do  not  involve  the  use 
qf^-tSx-exempt  real  property.  ,  *  — 

Hie  Comraissionwstudied  the  definition  of  Federal  property  in  order  to > 
determine   whetfi^r^all   real   property  burdening   a   local  educational 
agency  is  included  aftd  whether  all  real  property  not  constituting  a 
burden  is  excluded  from  that  definition.     In  determining  which  real 
property  constitutes  a  burden,  what  factors  should  be  considered?  It 
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also  considered  whether  the'rationale  of  compensating* local  education- 
al agencies  for  federally- imposed  burdens  includes  compensating  local 
educati6nal  agencies  for  the  cost  of  educating-  the  children  of  refu- 
gees and  undocumented  aliens.  "  4 

As  part  bf  the  examination  of  the  existence  and  magnitude  of  the 
burden  caused  by  federal  immunity  from  local  taxation  and  by  the  cc^t 
of  educating  federally-connected  children,  the  Commission  studied'the 
economic  impact  of  Federal  activities  on  local  educational  agencies. 
'This  study,  in  addition  to  gathering  evidence  from  authorities  in  the 
field f  involved  a  thorough  analysis  of  a  small  number [ot  local  educa- 
tional agencies  using  a  model  specif ically.  developed  for  that  purpose 
and^eite-specif  ic  data,,  j*  v.  * 

After  examining  what  constitutes  a  burden  on  local  educational  agen- 
.  ciesf  the  Commission  considered  the  fairness  of  the  measure  of  coippen- 
sation--based  on  assumptions  about. local  support  of  public  education — 
to  detetmlne  its  validity  in.  light  of  changes  *  in-  school  financing 
patterns,  an  increased  State^  role,  and  the  possibility  other  measures 
may  inore  accurately  reflept  the  cost  of  educating  federally-connected 
children. 

2)  Relative  Benefit, of^ftssistance. for  Impact  Aid 

*  * 

The  second  mandatory  part  of  the  evaluation  of  the  Commission ,  was  a 
study  of  ,the  '"relative  benefit  of  tfee  assistance  for  Ifnp^ct^Ald  under 
Public  Law  874  in  view  of  the  increasing  costs  of  the  progranfand  the 
limitation  on  the  availability  of  funds."  %        f  " 

This  charge  presented  the  Commission  with  a  problem  of  statutory  in- 
terpretation. The  terra  "relative  benefit"  implies,  indeed  requires,  a 
comparison— but  a  comparison  with  what?  Is  the  ccafearison  internal  to 
the  Impact  Aid  Program, or  is  it  a  comparison  with  other  "programs?  If 
with  other  programs,  is  the -comparison  v&th  other*  education  programs 
or  with  all  pther  programs  funded  by  the  Federal  Government?  The" 
legislative  history  of4  the  amendment  creating  the  Commission  gave  no 
further^clue  as  to  congressional  intent. 

The  explicit  reference  to  "increasing  costs  pf  the  program  and  the 
'limitation  on  the  availability  of  funds"  clearly  indicated  a  compari-. 
son  of  costs  and  benefits — but  to  whom?,  A  comparison  with  all  Federal 
programs  was  impossible.  A  comparison  with  other  education  programs 
wo^id  have  been  difficult  without  evaluating  those  programs,  which  was* 
J>€yond  the  -resources  available  to  the  Commission.  Impact  Aid  is 
different  frofo  all  other  education  programs  in  that  its  payments  are 
non-categorical  maintenance  and  operation  funds,  while  the  other 
programs  provide  for  narrow,  Federal  purpose,"  categorical^  grants. 
Categorical  and  non-categorical  funds  are  so  different  that  'the,  only 
criterion  they  have  in  common  for  comparison  involves  administrative 
costs. 


With  respectr  to  administrative  costs,  the  Education  Department  c#uld 
giVe.no  estimate  fq£  all  levels,  but  -it  is  cle,ar  that  categorical 
programs,  have  an  administrative  cost  at  all  levels  which  .exceeds  five 
percent  and  runs  as  high  .  as  ten  percent,  while  -the  administrative 
co,sts  of  the  Impact  Aid  .Program  _  are  probably  less  than  one  permit. 

An  attempt  was  made  t€$  compare  Impact  Aid  and  two  r»ther  areas  which 
served  some '  of  .the  same"  children:  disadvantaged  children  living  in 
low-rent  public  housing  property  and  Indian  children  living  on  Indian 
lands.  ' 

-•  i 
The  specialized  skills  of  evaluators  of  education  programs  in  the 
fields  of  'Indian  ^ucaftipa^nd  education  .of  the  -  disadvantaged — with 
whom  ^ the  Commission  would  .contract  '  independently--were  needed  %o 
satisfy  this  portion  of  the  mandate.  ^Procedural  complications  with 
trie  Education  "Department. ,  resulted  "in  inordinate  4elaya  in  getttpg  th.e 
services tb£  everts  so  that  consideration  o£  the  relative  benefit  of 
assistance  undef  Impact  Aid  is  ^one  of  ,  the  .areas*  the' Commission  .was4 
unable  tojcompl^te  due  to  funding  and  time  constraints.  ?  i 

*  *  — 

With  respect  to  relative "benefit  of  assistance*  ^internal  to  the  Impact 
Aid.  Program,  the  i  Commission  did  consider  o  the  effect  of  ^e  H'ncr eases 
in  entitlements  since  T9?0  and  of  no  commensurate  incfeas^-in  funding 
levels  £or  -the  program  t6  co^ert  these  entitlements. '  So^pe  loc^l  educa- 
tional agencies  have  fewer  ^,non-Pederal  "revenues  than  others>  sbrae^are 
almost  totally  dependent  upon  the4  Impact  Aid  Program.  In  these  in- 
stances, the  Impact  Program  is  of  greater  relative  benefit  td^thetn 
than  it  is  to  local  educational  agencies  which  are  not  *so  dependent. 
If,,  during  any  fiscal  year,*  the  sums  appropriated  to  make*  payments  oil 
Impact-  Aid  entitlements  are  so  substantially  less  than  those  necessary 
to  make  full  payment  on  those  entitlements  that  the  more  dependent 
local  educational  agencies  receive  insufficient  revenues  to  maintain 
their  level  of  education,  then  the  relative  benefit  of  assistance  from^ 
Impact  Aid  must  be  considered.  This  issue,  however,  became  a  matter 
of  priorities.  i~n  allocating  funds  within  the-program  and  was  consid- 
ered as  a  matter  under  the  *best  mean%  of  assisting  federally-*aff ected 
local  educational  agencies. 

3}  The  Best  Means  of  Assisting  Federally-Affected  Local 
Educational  Agencies 

Ifr  considering  the  best  means  of  assisting  federally-affected  local 
educational  agencies,  the  Commissipi*  'assumed  that  the  CongressJ^ntend- 
ed  that,  If  thefe  is  a  financial  burden  placed  on  local  educational 
agencies,,  there  should  be  compensation  therefor  and  that,,  if  there^is 
a  Federal  obligation  with  respect  to  the  education  of  federally- 
connected  children,  the  looal  educational  agencies  providing  education 
for  those  children  should  be  assisted  in  doing  so.    These  assumptions, 
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when  accepted,  required  aft  examination  of  ):he  amount  of  compensation 
for  that  burden  ^nd  the  extent  to  which  Federal,  State,  and  local 
governments  shouW  share  in  paying  the  costs  of  educating  federally- 
connected  Children* and'  a, determination  of  the  extent  to  which  there  is 
an ' obligation  with  w respect  to  the  educatiop  of  various  categories  of 
federally-connected  children:  military  dependents, %  Indian  children, 
children  in  schools  operated  by, local  educational* agencies  which  are 
fiscally  dependent  upon  -Impact  Aid,  children  residing  in  low-rent, 
public  housing,  and  children  in  federally-operated  schools. 

f  . 

In  the  case  of  heavily  impacted  school  districts,  since  their,  local 
educational  agtenoies  would,  if  their  Impact  Aid  payments  were  to  fall* 
substantially  short  of  their  entitlements,  be  required  to  curtail  the  > 
operations _pf  their  schools  so  substantially  as  to  impair  the  educa- 
tion of   federally-connected  children.     Thus,   any  Federal  obligation  6 
for  -their  education  would  bp  de'feated.  '  ~~ 

In  ^connection  with  these  issues,  the  relationship  between  Impact  Aid 
payments  and  State  aid  to  federally-effected  local  "educational  agen-  t 
cies  and  the  circumstances  under  which  State  aid  programs  should  take 
-Vlmpactr  Aid  payments  into  consideration  were  studied. 

In  addition  to  the' evidence, presented  during  the  hearings,  the  Com&is- 
sion  has,  as  evidence,  s^pAlementairy  infdrmation  of  a  type  and  from 
sources  not  likely  to  be  available  through  the  hearing* process.  This 
supplementary  information  has  focused  on  policy  questions  underlying  the 
Impact  Aid  Program: 

s  "* 

(1)  What  are  the  historical  and  legal  principles  upon  which  the 
**  program  has  been  bajed?  ^ 

(2)  How  does  the  program  fit  into  the  general  scheme  for  financing 
public  schools  and  how  should  federally-affected  schools  be  financed 
in  that  scheme?  *  - 


ional  agencies 


(3)  Is  Where  a  net   fiscal  burden   up&n  lodal— *STaqcat 
resultiifl}  from  Federal  activities?  and       _  _ 

(4)  What  are  the  educational ^needs  of  federally-connected  children  and* 
how  should  those  needs  be  met? 

^Commission  research  1?as  been  conducted  in  the  form  of  special  studies  as 
described  in  the*  Plan  ofr  Study.  The  subject  matter  of  the  special 
studies  was  a  combination  of  issues  inherent  in  the  vaiious  facets^o? 
the  existing  program  and  those  whi^h  appeared  likely  to  arise  during  the 
hearing  process.  The  studies  were  arranged  around  the  three  charges 
given  the 'Commission  in  its  mandate  and  then  around  nine  questions  that 
this  report  was  designed  to  address:  * 
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1)  * Should  the  Impact*%Aid  Program  be  continued?  ■  *  4 

2)  Should  there  be  basic  changes  in  the  Impact  Aid  Program? 

*  .  *   ■  ■  -  '     '    '  "  * 

5)  How  should  the  term  "Federal  property"  be  defined?         • * 

"**        *  — "\ 

*4)  What  is  the"  obligation  ot  the  Federal  Government  with  <  respect  tcr 
;    the  education  of  children  connected  with  Federal  property? 

5)  Should  local  educational'  agencies  educating  children  in  -attendance 
,     at  public  schools  by  reason  of  Federal  lafr  or  activities  be  compen- 
sated therefor?  .  , 

6)  Which  local  educational  agencies  should  be  eligible*  for  Impact  Aitf 


^payments? 

'  ~7)  What  should  be  the  amount  of  compensation? 

.  8)  How  should  funds  be  allocated  among  local  educational  agencies  when 
appropriations  are  insufficient  to  satisfy  all  entitlements? 

9)  .Should  the  States  take  Impact  Aid  payments  into  consideration  in 
their  State  aid  programs?' 

"  *  /  .  "  * 

I.  SHOULD  THE  IMPACT  AID  PROQftM  BE  CONTINUED? 

The'  Commission  began  its  study  by  addressing  the  basie  question  bf 
whether  the  Impacted  Program  should  be  continued.  In  this  review  and 
evaluation  of  the  program,  two  means  *of  .gathering  evidence  ,wefce  used: 
(1)  the  conduct  ofi>Sublic  hearings"  at  which  all  interested  parties"  were 
invited  to.present  Evidence,  and  (2)«  the  conduct  of . independent  research 
on  the  economic  impact  of  Federal  activities  on  local  educational 
agencies,  the  law  ielated  to  the  Impact  Aid  Program, 'and  the  means  by 
whict\  public  e^u^aftion  is  financed.  ' 

This  qae^MtSnwas  addressed  ,by  examining  the  legislative  history  of  the 
enactment  of  the  original  law  in  order  to  -determine  the  reason  the 
Congress  authorized  the  Impact  Aid  Program,  by  reviewing  the  rolfe  of  the 
Federal  Government  in  the  fie>ld  of  education, as  a  context  for  authotiz^ 
ing  the  program,  and  by  assessing  the  evidence  presented \y  those  wft!> 
propose  reducing  the  program.  On  the  basis  of  this  study  the  premises, 
upon  whiehjte  program  was  based  and  the  questions  regarding  their 
con  ft  1 n<M*f»^alidity  were  set  out  for  analysis. 

The  premise  for  the  program  is  that  the*  Federal  Government  places  a 
financial*  burdfen  on  local*  educational  agencies  because  it's  property  is 
immune  from  State  and  local  taxation  and  its  act4vities  cause  children 
to  be  in  attendance  at  the  schools  of*  those  agencies,  that  tjiis  immunijy 
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deprives  local  educational  agencies  of  necessary  revenues  and  the  local 
share  of  the  cost  of  education  for  those  children  roust  be  borne  by  those, 
agencies,  and  that,  ur^deT^the  federal  system  of  government >  the  Federal 
Government  should  compensate  therk^br  that  burden,         *  • 

'The  major  argument  advanced  against  the  program  was  that  the  present 
program  over^porapensates  local  educational  'agencies  for  the  burden 
imposed  because  the  program  does  not  take  into  consideration  the  assumed 
financial*  benefits  which  accrue  to  localities  by  reason  of  Federal 
activities. 

*  /  *  • 

These  premises  were  examined  to  determine  th^ir  current  validity  by 
reviewing  the  question  of  interefbvernmental  tax  immunities  with  a  view 
toward  assessing  the  trends  in  the  law  during  the  past  three  deq^des,  by 
reviewing  changes  in  the  patterns  of  school  finance  and  the  extent  to 
whic}>-those  changes  affect  the  program,  by  questioning  the  continued 
*€d,  as  a  matter  of  law,  for  the  program  under  the  federal  system,  and 
by  studying  the  economic  impact  of  Federal  activities  on  local  educa- 
tional^ agencies  in  order  to  test  the  assumption  that  there  are 'net 
financial  benefits  accrutng^f rora  Federal  activities, 

A.  BACKGROUND  ^  _ 

Public  Law  874, *  Eighty-first  Congress,  wag  enacted  in^1950  to  authorize 
"payments  to  local  educational  agencies  to  compensate  them  for  burdens 
placed  upon  thejp  by  Federal  ownership  of  Veal  property  and  by  their 
provision  of  educational  services  foif  federally-^connected  children.—' 
-In  so  doing  ^the  Congress  wa&  attempting  to  set  oufc^a  uniform  policy  for 
compensating  schools  having  previously  authorized  a  dozen  different 
Federal  agencies  to  { provide  different  kinds,  of  ^assistance  to  local 
educational  agencies  '  during  World  War  II.— 'These  agencies  included 
the  military  departments,  the  Departments  of  the  Interior  (both  the 
Bureau  of  Indian  Affairs  and  the  Bureau  of  Reclamation)  and  Agriculture, 
^  the  Federal  Works  Agency,  the  Panama  Canal  Company  {whiqh  administers 
the'  Panama  Cana\  ZQne,  and  the  Tennessee  Valley  Authority, — ' 

)  ■ 
Three  sectiops  of  the'  law  were  devoted  to  three  situatiojas^in  which,  the 

Congress    found    that    the   Federal  Government    should  ^orapinsate  local 

educational  agencies  for  financial  burdens  imposed  upon  them  by  Federal 

activities.     Section  2  of  the  law  was  directed  toward  the  situation  in 

which  the  Federal  Goverr{ment  has  imposed  ,a  substantial  and  continuing 

50/  Act  of  September  30 /4 1950  pub.  L.  No.  874,  81st  Cong.,  2d.  Sess.,  §1/ 
64   Stat.   .1100-1-101  "Ifcttrrent   version  at   20  U.S.C.A.    §236  (1974 
Supp,  1978} >. 

51/  H.R.  Rep*  No.  2287,  81st  Cong*,  2d  Sesst  5  (1950).  .  * 

52/  Legislative  Reference  Service,  Library  of  Congress/  Education  of* 
.   Children  Living  on  Federal  Reservations  and  Localities  Particularly 

Affected  by  Federal  Activities^  ^enate  Cbmmittee  on  Appropriations, 

81st  Cong.,  Tst  Sesr;  60-61"  (Comm.  Print  1$49). 

•    '     . .  :      v  ; 
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burderi,  by  acquiring  a  considerable  portion  of  th§  real  property  in  a„ 
school  district  of  a  local  educational  agency,,  depriving  it, of  a  consid- 
erable'portion  of  its  tax- base.  Section  3  was  designed  for  situations 
in  whijch  the  Federal  Government,  by  owning  tax-exempt  property  on  which 
children  reside  or*  on  which  their  parents,  are  employed,  has  imposed  upon 
a  local  educational  agency  the  burden' of  educating  those  children  while 
withholding  the  opportunity  to  meat  that  burden  by  taxing  that  property., 
Section  4  was  designed  to  apply  in  situations  where  the  establishment  pr 
reactivation  of  Federal  activities  in  an  area  increased  school  attend- 
ance so  suddenly  and  substantially  that  the  affected  local  educational 
agencies  could  not  adjust  f inarvpially.— / 

*     •  r  *    '  • 

The  Rationale.  The  underlying  philosophy  of  section  3,  the  major  part  of 
the  law!,  was  that  the  Federal  * Government,  as  a  property  owner,  should 
pay  to  leach  local  educational  agency  an  amount  for  each  federally- 
<zoonect4d  child  roughly  equivalent  to  the  amount  per  child  which  other 
property  owners  in  comparable  communities  pay  toward  the  co^t  of  educat- 
ing children.  Federal  payments  under  section  3  were  intended  to  be  more 
closely  related  to  the  burden  imposed . than  to  the  value  of  the  Federal 
property1* —    The   amount   of   payments  was   computed  based  on   a  "local 

v  contribution  raite,"  through  Which  the  payraeqt  per*child  was  equal  to  the 
current  I  expenditures  per  child  made  from  local  sources  in  the  locar 
educational  agency  ^  the  State  which  are  comparable  to  that  of  the 

'  federally-affected  local  educational  agency.; — ' 

Federal  Neutrality*  In  enacMng  Public  Law  874,  the  Congress** did  not 
intend  to  affect  th^  means  hjfwhich  schools  were  financed  under  the  laws 
of  the  Stated  or  to  direc^ehose  schools  respecting  the  manner  in  which 
federally-connected  children  were  to  be  educated. 

;  x       ■      ~        ..  ••  * 

In 'fact,  the  .now  traditional  "no  Federal  control  of  education*  clause' 
was  first  enacted  as  part-  of  Public  Law  874,  which  originally  provided 
that  "In  tt\e  administration  of  this  Act,  no  department,  'agency,  officer, 
or  employee  of  the  United  States  shall  exercise  ariplirection,  supervi- 
sion, or  control  dfer  the  personnel,  curriculum,  or  program  of  instruc- 
tion of  gsw  school  or  school  system  of  any  local  or  State . educational 
agsjicy." — '  »  c* 

Public  Law  874  was  intended*  to  operate  under  existing  school  financing 
patterns  in  the  various  States^  The  Congress  presumed  that  most  local 
educational  agencies  met  the  local  share  of  the  cost  of  educating  chil- 
dren from  revenues  derived  from  taxation  of  real  property.  It  was  de- 
termined that,  approximately  half  of  the  real  property  tax  required  to 

53/  H,.R.  Rep.  No*  2287,  81st  Cong.,  2d  Sess.  5  {19SG)\y 
**/  Id.  11^ 

56/  Act  of  September  30,  1950,  Pub.  L.  No.  874,  81st  Cong.,  2d  Sess., 
S7(a),  64 'Stat.  1107  {current  version  at  20  U.S.C.A.  §1232a  (1974  & 
Supp.  *$J8)). 

v  ■  '  '  * 


meet  the  local  sha;e  of  the  cost  of  .educating  a  child  was  derived  from 
taxation  on  residential  property* and  half  f ronytaxation  on  commercial  or 
other  real  property;  and1?  therefore,  the  method  for  computing  the -amount 
of  payments  was  designed  to  provide  all  of  tfie  local  cost  of  educating  a 
child  residing  on  Federal  property  with  a  parent  employed  on  Federal 
property  and  one^half  thereof  for  a  ghild  whose  parent  was  employed  on 
Federal  property. — '  c  ,  4 

That  being -the  case,  the  Impact  Aid*  Program  should  be  reviewed  not  as  a 
program  designed  for  the  improvement  of  education,  but  a^program  to 
assist  schools  under  existing  St&te  schopl  finance  laws  which  have 
incurred  a  burden  impairing  their  ability  to  finance  their  operations 
under  those*  laws.  Impact  Aid  should  not  be  considered  an  education 
,  program  in  the  sense  that  other  pro^rams'of  grants  to  local  educational 
agencies  by  the  Education  Department  are  Federal  education  'programs. 
Impact  Aid  payments  carry  with  them  no  Federal  education  ptflicyj.  it  i*r 
not  a  categorical  program,,  as  are  other  Federal  education  programs;  ^funds 
are  made  available  to  local  educational  agencies  to  assist  ttfera "  in 
carrying  out  local  educational  policies  'tinder  the  laws  ,  of  the  -States. 
Except  for  a  brief  period,  when  payments  with  respect  to  children'  in 
low-rent  public  housing  required  to  be  expended  for  the" education 

of  disadvantaged  children,— / Impact  Aid  payments  have  never  >een  subject 
to  Federal  direction  or  controls  respecting  their  use.  They  ar,e  to  be 
used  in  the  same,  manner  as-  local  educational  agencies  use  the  f  unds^  they 
derive  £rom  local  sources.  This  is  only  logical  since  Impact  Aid  funds* 
are  compensation  for  the  local  revem^,  necessary  to  support  the  educa- 
tion of  federally-connected  children. — ' 
% 

With  this  by  way  of  background,  the,  Commission  has  conducted,  its  review 
and  evaluation  of  the  Impact  Aid  Program  ~±>y;  examining  the  underlying 
premises  of  the  original  law  {and  the  amendments  thereto)  and  the 
context  in  which  the  Congress  has  acted*  *This  ^exaraination^has  been 
followed  by,  a  study  of  tfieSphanges  in  |hat%  context  during  the  past  three, 
decides  in  order  to-  determine  the  extent  to  which  those  premises  con- 
tinue to  be  valid.  This  has  involved  a  review  of  the  history,  of  the 
involvement  of  the  Federal  Government  in  public  education,  the  .role  of 
Impact\Aid  in  the  relationship  between  the  Federal  Government  and-the 
State's ,\  and  the  propositions  for  reducing  the  program-  -  ' 
*  \   

57/  H.R.  foep.  No.  2287,  8fst  Cong.,  2d  Sess.  11  {1950). 

58/  Between  July  1  ,  1976  and  October:  1,  1979,  section  5{f)  of  Public  Law 
874  placed  a  restriction  on  the  use  of  these  funds. 

59/'  Federal  control  over  the  use  of  Impact  Aid  funds  may  be  .the  reason 
that  the  Impact  Aid  Program  has  a  low  priority  in  -the  Education 
Department.      See   the  Statement  of  Dr.  Minter,  at  p.    115,  infra'. 

\  *  1 

\  \ 
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B.  FEDERALISM^  AndWuCJ^ION 

*  * 

Public  -Education  as  a  Traditionally'  Local  Field  of  Governmental  Activi- 
ty .The  Constitution  is  silent^cn  th<|.  role  of  the  Fedecall  Government  in 
t education.  Even  though  a  contentipn  could  be  made  that  a 'Federal  policy 
'role  ii)  the  fieldc  of  education  is  ambng  the  implied  power  si  of .  the 
Congressf  -the  adoption  o£  the  Tenth » Amendment  to  £he  Constitution  hag 
toade  such*  a  contention  'more  tenuous,  Ifer  that  public  ^duc^tion  is  viewed 
as  <a  State*  function,— ^  -  ,  -  ^ 

*  „    -         *     -  »    ,\  .      „  j.  « 

^  •  r  .  •  « 

»»       »  < 

.The  Federal  Government  has  actively  encouraged  and  assisted  the  States 
to'  assume  responsibility  foOgu>licv  education,  and  to  establish  and 
operate  school'- systems*  £rior  tp  £he  adoption  of  the  Constitution,  the 
Congress,  uhder  the  ^Articles  of  Confederation,  had,  in  approving '  the 
Northwest   Ordinance,*  begun  £  a   policy   of   the   support  <for  schools.—' 

fiS  the  States  were  admitted  to  the  Union,  the  Federal  Government,  in  an 
effort   to   encourage  the-  States   to  'establish  public"  school  systems, 
-granted ^l^nds  to  the  States  ^or  the-"use  of-  schbbls."^ ' 

v*  •»  *  »** 

Between  1960^  and  4 1979,  the  dofi^ress  appropriated  more  "than  $50  billion 
,  f or   el^AeTitary  and  secondary  education,  primarily'  for,  the  purpose  of 
improving  the  gualityiof  education  in  public  schools.—'  , 


60/  Recent  trends  toward  greater  involvement  of  the  Federal  Government 
in  tha  operation  of  public  education  have  not  been "based  upon'  any 
theory  in  favor  of  a  substantive  role  of  the  Federal  Government  in 
education,  but  upon  the  effect 'of  educatio/r^n  rights  and  privileges 
guaranteed  to  individuals  uri^er  the  Constitution,    This  involvement 
has  not  been  the  resuljt  of  federal . education  policy  nearly  so  .much 
as  ,fche  result  of  efforts  toward  equality  of  *  opportunity  under  the 
law*.  ^ 
6V  Section  14  of  -  "An  ordinance  for  the  government  of  the  territory  of  4 
the  United  States  nofthwest  of  the  River  Ohio*,  provided  articles  of 
compact  between  the  original  States  and  the  'people  and  States  in 
that  t^errittey.     the  fi^st  sentence  of  Article  I&,  thereof,  reads 
as  follows:   "Religion,  morality,  and  knowledge  being  necessary  to 
good  government  and  happiness  of  mankindV^scfaools^  and  the  means  of 
education    shatll    forever    be    encouraged."       (Northwest  Ordinance, 
Article  III,  1  Stat.:  51    July  13,  1787)). 
62/  Fla.  5  Stat,  788,  SH  111.  3  Stat*  428,  §6;  Indiana  3  Stat.  2$9,  §6; 
Iowa  5  Stat,  789,  S6t  Kansas  10  Stat.  277,  S34>  Neb.  10  Stat.  277, 
&16r  N.M.  9  Stat.  ;446,iS15;  Oregon  9  StaV*  323,  §20;  Wash.  10  Stat. 
172,  S20?  Wise.  9  StatT.  56/  S7;  Arizona  36  Stat.  557,  §25;  Colorado 
12  .Stat.   172,  S14f  N.D.*  I  S.D.   25  Stat.   676,  S10?   Idaho  12  Stat. 
808,  §14,*  Minn.  11  Stat.  166,  S5?  Montana  13  Stat.,  85,  S14;  Nev.  *12 
Stat.  209,  S1 4?  Ok.  26  Stat.  ^81,  S18?  Utah  28  Stat.  07,  §6;  Wyoming 

t5  Stat.  178,  S14.  — ^ 

63/,  National  Center  for  Edudation  Statistics,  Digest  of  Education  Sta- 
tistics 1979,  at  166- f67  (1979). 


The  silence  of  the*Constitution,  together  with "active  Federal  encourage- 
ment and  assistance  to  the  States,  has  resulted  in  education's  becoming 
one  of  the  historically  "local  fields*  df  governmental  activity* 

PiSm  public  education  developed  under  the  laws  of  the  States,  a  pattern  of 
school  finance  and  control  emerged,  under  which  revenues  for  the  support 
of  schools  was  derived  from  State  '$nd  local  sources  and  policy  control 
was  placed  at  the  local  level.  That  pattern  is  not  uniform  throughout 
the  Ration.  In  alnJost  all  States,  however,  the  control  and  financing  of 
public  schools  was  vested  in  units  of  local  government  which,  in  Federal 
law,  are  called  "local  educational  agencies."  In  most  States  local 
educational  agencies  were  organized  with  school  districts  in  which  the 
local*-  Educational  agencies  were  given  taxing  authority,  and,  as  such, 
these  agencies  became,  special  purpose  (as  opposed^  to  general  purpose) 
units  of  local  government.  ■  '  \ 

Docal  educational  agencies  appear  to  have  evolved  from  the  school 
committees  of  the  Hew  Ehgland  town  meetings  which  had,  even  before  the 
Revolution,. become  independent  of  general  purpose  units  *of  local  govern- 
ment. 

As  public  education  became  ,an  expected  governmental  function  with 
greater  significance  than- oth&r  local  governmental  functions  (in  that  *it* 
ha^  more  daily  contact  with  the  people) ,  the  grant  of  independent  taxing 
.authority  became  a  general  rule,  especially  in  the  Midwest  am  in*  the' 
West*  That  authority  was  vested  in  local  school  boards  which  also  had 
the  administrative  functions^  defined  by  State  laws,  necessary  for  the 
provision  of,  and  control  over,  public  education.'  Thus,  the  tradition 
in   favor   of   local   financing   and  control  of  education   developed  and 

became  deeply  imbedded  in  the  system  of  government. 

*  .*  * 

The  Uses  of  Real  Property  Tfrxes  for  Education.  With  the  enactment  ,  of 
compulsory  attendance  laws,  adequate  sources  of  revenue  f rom  tax  sources 
became  necessary  if  local  educational  agencies  were  to  have  sufficient 
funds  to  comply  with  their  obligation  to  provide  free  public  education 
undeiv  those  l$ws*  A  nearly  uniform  practice  of  taxing  real  property  for 
the  support'  of  education  was  adopted  tfirogghout  the  Nation. 

The  use  of  land. grants  for  th^, Support  of  schools  and  the  delegation  by 
the  States  of  the  authority  to  tax  real  property  to  local  educational 
agencies  for'  their  support  resulted  in  a  strong  association  between  land 
and  education.  At  a  time  when  the  vast  majority  of  the  citizenry  earned 
their  livelihood  through  agriculture,  this^  association  may  have  appeared 
to  be  more  rational  than  it  does  at  this  time,  when  the  economy  is  not 
tied  so  closely  to  agriculture. 
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The  State  Role  in  Financing  Public  Education,  /  "  Beginning  about  1900, 
concerns  were  being  expressed  about  the  irfeguities  which  arise  from 
inequality  of  the  tax-base  among  local  educational  agencies  within 
States.  By:  the  1920*s,  tfee  States  had  begun  to  m*k<£ payments  to  local 
ed.ucatipnal  agencies  which  were  intended  to  diminish  these  inequities' 
and  a  luiraber  of  different  approaches  to  State  aid  "were  employed  in  this 
connection,  s6  that  the  degree  to  which  the  cost  of. education  in  public 
schools  was  paid -from  real  property  taxes  became  less  in  States  having 
*  State  aid  for  education**    v  *  v 

,  With  State  contributions  to  education  having  become  a  significant  factor 
in  school  finance  in  the  majority  of  States,  the  concept  of  State  share 
and  local  share  of  the  ,cost  of  education  developed  in  the  general  school 
finance  pattern,  even  though  sane  States  provided  little,  if  any,  con- 
tributions,_J&iij3ecrease  in  over-all  reliance  upon  real  property  taxes 
for  the  support  of  public  schools   (the  State  share  generally  was- from 
S                  revenues  derived  from  non-property  .taxes) .  did  not  mean  that  the  local 
^pare  was  much  less  dependent  upon  property  tax.     Whereas  99,6  percent 
*            of  local  revenues  for  ^education  was  derived  from  prbperty  tax  in  1925y. 
✓               /{constituting  78^5  percent  of  total  revenues  for  public  education),  in 
1946,-97,9  perceitfc  of  4  local  revenues  was  derived  from  property  taxes 
(constituting   62.6  percent  of  the  total).      During  that  period  total 
revenues  for  education  increased  by  approximately  $1,3  billion,  of  which 
,    -      ^approximately  $700  million  was  from  State  sources  and  $600  million  was 
from  local  sources.   


At  the  time  when  the  Impact  Aid  Program  was  first  authorized  "this< 
pattern  of  financing   schools  had  become   fully  developed  and,   to  tjfe 
extent  that  the  financing  of  education  was  reiiant  upon  real  property 
taxes  for   revenues,    it  was   nearly  uniform  in  that  almost  all  local 
revenues  wer-e  derived  from  real  property. 

l£  summary,  both  Federal  and  State  actions  treated  public  education  as  a 
traditionally  and  historiqally  local  field  of  governmental  activity;  and 
that  activity,  to  the  extent  that  it  was  .financed  at  the  local  level, 
,  was  dependent  upon  revenues  from  real  property  taxes. 

The  Effect  of  Federal  OWhership  and  Use  of  Real  Property.  The  necessity 
for  preserving  the  independence  of  the  dual  system  of  Federal  and  State 
governments^  under  the  Constitution  creates  an  immunity  of  all 'proper- 
ties, functions,  and  instrumentalities  of  the  Federal  Government  from 
State  and  local  taxation,  unless  the  Congress  expressly  confer^  a  right 
to  t^x  them.— 7  .  4 


11/  M'Culloch  v.  Maryland,  17  U.S.  {4  Wheat.)  316  (1819);  Smith  v. 
Davis,  323  U.S.  111  {1944);  Jaybird  mn.  Co.  v.  Weir,  271  U.S.  609 
(1926);   Kern-Limerick,  Inc*  v.  ScurlocE,  347  U.S.    110  (1954). 
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The  ownership  and  use  of  land  by  the  Federal- Government,  if  it  is 
substantial,  can  have  a  detrimental  effect  on  the  ability  of  a  local 
government  fcjiich  relies  upon  revenues  from  real  property  taxation  to 
function,  andi,  therefore/ if  the  land  owned  by  the  Federal  Government  is 
^so  substantial  within  the  area  the  local  government  has  jurisdiction  to 
tax  so  as  to  heprive  it*  of  necessary  revenues,  the  ability  of  that1  local 
government  td  function  is  diminished  and  may,  if  the  i  diminution  is 
great  enou^R,  .threaten  its  existence  as  a  viable  government. 

This  potential  conflict  between  the  power  of  the  Federal  Government 
under  the  Constitution  and  the  right  of  the^  States  and  their  subdivi- 
sions to  exist  under  the  Constitution  is  a  natural  consequence  of  the 
division,  of  sovereignty  made  by  the  Constitution  V^en  a "federal  system 
of  government  was  adopted  by  the  formulators  of  our/ Government, 

The  equities  involved  in  that  conflict  may  be  examined  through  an 
assessment  of  —  ? 

(1)  the  nature  of  Federal  and  State  sovereignties  in  tifce  United 
•   .  Spates; 

(2)  the  revenue-raising  ability  eagh  level  of  government  enjoys  as  an 
incident  of  its  sovereignty;      ,    -  * 

4 

/   

(3)  the  jurisdiction  over  those  sources  of  revenue; 

(4)  the  extent  to  which  the  Federal  Government  can  affect  the  ability 
of  the  States  and  their  subdivisions  to  raise  revenue  without  endan- 
gering the  federal  system?  2nd 

{5}  the  mean^  by  which  the  Federal  Government  can  ameliorate  the 
effects  of  its^interfefence  by  compensating  -for  lost  revenue*  . 

Federal  immunity  from  State  taxation  and  a  concomitant  public  policy, 
espoused  by  the  Congress  by  payments  to  local  governments,  in  favor  of 
compensation  for  that  immunity  is  the  political  context  in  which  the 
Impact  Aid  Program  was  first  developed  and  continued, 

Federal  and  State  sovereignties*.  Both  the  Federal  Government  and  the 
governments  of  the  States  are  sovereign  and  derive  their  power  from  the 
people  and  exercise  that  power  directly,  concurrently,  on  the  people. 
To  the  extent  that  a  governmental  function  is .vested  by'the  Constitution 
in  the  Federal  Government  and  there  is  a  conflict  between  the  exercise 
of  that  function  by  the  Federal  Government  and  the  exercise  of  a  func- 
tion by  a  State,  th'e  Federal  Government  is  supreme.  The  powers  of  the 
Federal  Government  are  enumerated  in  the-  C<5nstitutlpD,  Those  not  so 
enumerated  are  within  the  sovereignty  of  the  States,—^  1 


65/    M'Culloch  v,  Maryland,  17  U.S.*  (4  Wheat,)      6  (1819), 
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Each  State  has  its  own  government' and  is  endowed  with  all  of  the  func- 
tions essential  to  seperate »and' independent  existence.  The  States  can 
exist  independently;  without  the  States  there  is  no  Federal  Government, 
The  Constitution  vested  some  aspects  of  the  powers  of  the  States  in  th«u 
Federal  Government,  It  contains*  however,  many  provisions  which  recog- 
nize the  necessity  of  the  States  and  their  independent*  anjdiority.  The 
Federal  and  State  governments  are  different  "agents  and  trustees  of  the 
people/ constituted  with  different  power/  and  designated  for  different 
purposes,*— 7  , 

Revenue  Raising  Ability,     Taxation  is  indispensable  to  the  existence  of 
the  States  and  to  that  of  the  United  States,'    It  is  an  essential  func- 
tion of  government.     The  Constitution  gave  the  power  to  tax,  both" 
directly  and  indirectly,  to  the  Federal  Government  and,  subject  to  some 
limitations,    :hat  power  was  given  without  any  express  reservation.-^ 

^Federal'  and  State  governments  have  concurrent  powers  to  tax  the  same 
subjects,  Tjie  Constitution  does  lay  down  limitations  on  both  the 
federal  power  to  tax  and  that  of *  the  States,  The  Federal  Government  may 
not  tax  exports; -its  indirect  taxes  must  meet  the  condition^of  uniformi- 
ty; and  iW  direct  taxes  (other  than'  income 'taices  under  the  Sixteenth 
.Amendment)  must  be  In  proportion  to  the  population  of  the  States.— 'The 
States  may  not  tax,  when'  the  effect*  is  to  burden  or  embarrass  the  opera- 
tions of  ^ie  United  States.  The  Constitution  does  not  authorize  the 
Congress  to.  abridge  the  powers  of  the  States  to  tax.—' 

Jurisdiction  over  Sources  of  Revenue.  Both  the  Federal  Government  and 
the' States  have  the  power  to  levy  a  tax  on  real  property.  The  Constitu- 
tion does  not  expressly  limit  that  power  with  respect  -to  the  States;  but 
it  does  with  respect  to  the  Federal  Government*.. 

Direct  taxes  must  be  apportioned  among  the  States  in  proportion  to  the 
population  county  ip  the  Census.  This  limitation  has  been  construed  as 
a  limitation  upqn  capitation* taxes  and  <$eal  'property ' tax^s  (as .well  as* 
before  the  Sixteenth  Amendment,  fents  and  incomes  f ran  real  property)  *— 

The  Federal  Government  has- levied  a  diiect  real  property  tax:  in. times  of 
war  or  threats*  thereof ,  including  the  Act  of  July  14,  1,798,  the  Act  of 
August  2,  1813,  the  Act  of  January  9,"  1815,  and  the  Acts  of  August  5, 
1861,  Muly  1,  1862,  Hatch  3,  1863,  June' 30,  J864,  March  3,  1865,  Majrch 
10,  1866,  March  2,  1867,  and  July  14,  1870.  Such  a  tax  was  intended  to 
be  only  one  of  last  .resort,  when  revenues  from  other  sources  were 

66/  Lane  Counfftfr.  Oregon,  74  O.S.   (7  Wall.)  71  /*76  {1S68)  .  - 
67/  W.  ^  •      *  ,  •* 

68/  Springer  y.  U.S.,   102  U.S.-  (12  Otto.)   586   (1880)?  Pollock  vy.  Farm- 
ers' Loan  and  Trust  Company,  157  U.S.  429  (1895).  1 

69/  Id.  •  *    -  - 

70/  Pollock,  157  U.S.  429  (1895).  '  ,' 
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insufficient  to  meet  the  -needs  of  the  Government-— ^It  has  not  been 
used  otherwise;  and,  since  such  a  tax  could  be^both  awkward  in  assess- 
ment andf  by  its  nature,  not  based  on  ability  to  pay,  the  time  when  the 
•Federal  Government  would  exercise  this  authority  may  have  passed, 
Therefpre,  the  use  of  real  property  taxes  for  revenue  may*  in  practice, 
be,  considered  exclusively  within  the  jurisdiction  pf  the  States  and  an 
incidence  of *  their  sovereignty  which  could  not  be  usurped,  but  for  the 
supremacy  of   the  United  States  in  its  immunity  from  State  taxation. 

Possible  Limitations  on  Federal  Immunity,  Tpe  application  of  the 
principle  of  Federal  immunity  from  State  taxation  has  required  the 
courts  to  discern  many  fine  distinctions  in  order  to  maintain  the* 
essential  freedom  of  the  Federal  Government  in  %>erforming  its  functions, 
without  unduly  limiting  the  taxing  power  which  is  equally  essential  to 
^both  the'flation  and, the  States  under -the  dual  system.— 'Federal  owner-, 
ship  .of  property  clearly  immunizes  it  from  State  taxation,  yet  the* 
immunity  goes  father.  v 

.  /  - 

The  Supreme  Court  has  not,  at  this  time,  set  a  limit  on  the  exercise  of 
congressional  power  to  acquire  property,  create  Federal  instrumentali- 
ties, and  exempt  them  fro©  State  and  local  taxation  ana,  in  so  doing, 
limit  the  States  and  their  subdivisions  in  their  ability  to  raise  reve- 
nue, £hs  fact  that  the  Congress  can  withdraw  real  property «from  the  tax 
rolls  and  may  possibly  embarrags  ±he  finances  of  a  State  or  one  of  its 
subdivisions,  and  the  yisdom^of  doing  so,  is*  for  the  consideration  of 
the  Congress,  not:  the  cbhrts.— 7  #  " 

Ameliorating  the  Adverse  Effects  of  Federal  Immunity.  The  Impact *Aid 
Program  is  the  result  of  such  a  consider  at  igDtu  and^it  is  a  means  by 
which*  thfe  Federal  Government  can  and,  to  some  extent,  does  ameliorate 
the  adverse  effects  of  its  interference  with  the  ability  of  local 
educational  agencies  to  raise  revenue,  by  compensating  them  for  the  loss, 
thereof. 

With  this  by  way  of  legal  and  political  background,  it' is  .reasonable  to 
conclude  that  a  prima  facief  case  can  be  made  for  -the  continuation  of  "the 
Impact  Aid  Program?  and  a  presumption  should  lie  in  favor  of  its  con- 
tinuation.     That   being   the   case,   evidence  was   sought   to  rebut  that* 
presumption. 

71/ .Id.        :  _  *  ' 

72/  James  v.  Dravo  Contracting  Co.,  302  U.S.  134,  150  (1937).  . 
73/  Federal  Land  Bank* v.  Bismarck  Co.,  314  U.S.  95,  104  (1941) Board  of 
Commissioners  y.  Seber,  318  U.S.  1QS,  718  (1943).  t*  jl 


C  EVIDENCE  FOR  REDUCING  TH&-^MPACT  AID  PROGRAM  ^    *  / 

Since  roost  of  the  official  proposals  for  reducing  the  Impact  Aid  Program 
over  the  course  of  the  previous*  15  years  had  come  from  the  predecessor 
of  the  Education  Department  (the  Office  of  Education),  the  Secretary  of 
Education  wasx invited  to  open  the  hearings  with  a  .presentation  of  the 
views  of  the  Department  on  Impact  "Aid,.  The  Commissioner  of  Education 
appeared  on^  behalf  of  the  Secretary  on^  January  3,1 ,  1980.  The  following 
is  the  substantive  part  of  .the  statement  made:-^' 


Over  the  past  15  years  there  have  been  two  major  mandated 
studies  of  the  Impact  Ai<^  Program  along  with  some  lesser 
analyses.  While  each  Study  has  recognized  the  existence  of  a 
Federal  impact,  none  \ has  been  able  to  do  much  With  the 
question  of  tfhe  degree  <>f  net  impact  of  Federal  installations 
on  the'  community.  We  do  khow  .that  Federal  installations  are 
actively  sought  by  communities.  There  are  some  rare  excep- 
-fciSns,  for  'example,  where  there  may  be  a  nuisance  *or  poten- 
tial datnger  from  these  particular  activities.  This  is  done 
with  the  full  knowledge  th$t  Federal  property  is  tax  exempt 
and  that  the  influx  of  neft*  workers  and  their  families  may 
require  additional  services.  .  ,The  assumption  ""must  be  made, 
therefore,  that  most  communities  consider  such  activities  a 
net  economic  plus.  We  also*  know  that  most  communities 
vigorously  oppose  closingvof  bases  or  moving  of  Federal 
activities. 

Part  of  the  problem  is  that  the  financing  of  school  districts 
has  been  traditionally  tied  heavily  to  property  taxes. 
School  districts  have  not  in  most  cases  been  able  to  tax  the 
influx  of  wealth  which  takes  the  form  of  additional  payroll 
or  corporate  profits  derived  from  Federal  expenditures. 
However,  this,  can  be  viewed  as  an  ineffectiveness  of  the 
State  and  local  educational  financing  systems  and  not  neces- 
sarily a  responsibility,  of  the  Federal  Government.  Congress 
recognized  this  possibility  by  asking  you  [the  Commission]  to 
coordinate  your  activities  with  the  School  Finance  Panel 
authorized  in  the  same  law. 

While  .reductions*  in  payments  to  some  of  the  wealthiest 
districts  have  been  made  in  recent  years,  the  assumption  of 
this  Administration,  in  the  absence  [of  evidence]  to*  the 
contrary,  is  still  %hat  the  Federal  impact  entitlements  under 
existing  laK  far  overstate  the  need. 


74/  Transcript  of  Hearing  before  the  Commission^  oft  the  Review  of  the 
Federal  impact  Aid  Program,  Washington,  D.C.  7-11  {January  31, 
1980), 
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[Education  Department  statement,  continued}  * 

? 

We  proposed,  therefore,  as  part  of  our  fiscal  Year  1981 
budget  procedures,  modest;  reductions  in  the  payments  under 
the  *A"  provisipfis  of  Public  Law  874  and  drastic  reductions 
in  the  payments  under  the  *p*  provisions. 

Our  view  \$  that-  there  is  little  justification  for  "Bn 
payments,  children  whose  parents  work  _or  live  on  Federal 
property,  but  jiot  both,  since  most  of  these  payments  are* 
for  children  whose  parents  live  on  property  which  is  subject 
to  regular  property  taxes  and  whose  income  is  subject  to 
State  and  local  taxation. 

The  children  living  on  Federal  probe*  ty  bnly  amount  to  a 
minor  number  of  pupils  and  affected  ^districts.  WhethV  the 
State  is  passing  on  td  the  local  disj^ricts  a  fair  share  of 
the  income  or  sales  t^x  receipts,  or^even  tapping  that 
potential  source  is  a  separate  but  related  issue... 

In  the  case  of  public  housing  children,  the  Federal 
ment  initially  provided  capital  funds  to  help  eradicate- 
slum  housing  whi,ch  produces  little  in  property  taxes,  yfn 
addition  to  easing  a  local  problem,  such  housino^dctes 
provide  in-iieu  of  tax  payments  tb  local  government.^*" 

♦..[T]he  -Impact  Aid  legislation*  is  some  of  the  rao^Jt  complex 
of . all  Federal  law,  and  undoubtedly  the  onost  complex  bf 
Federal  education  laws./  To  bring  about  the  reductions  in 
the  fiscal  Year  1981  Budget  in  the  simplest  possible  way, 
and  to  avoid  the  complexities  of  that  law,  we  have  built 
upon  the  language  of  the  Continuing  Resolution  for  Fiscal 
Year  1980  and  have  .added  levels  Below  which  no  payments  to- 
school  districts  will  be  made. 

To  qualify  for  "A*  payments  in  Fiscal  Year  1981,  a  school 
district  must  be  eligible  in  Fiscal  Year  1980  for  an  amount 
which  equals  at  least  2.5  percent  of  its  school  j^gar  j979AJ3G 
total  current  operating  -expenditures.  To  qualitWfor  "p" 
payments,  the  eligible  amounts  have  to  be  equal  to  5  pfercent. 
The  eligibility  levels  .would  be  based  on  the  1980  payment 
schedules  and  could  not  exceed  the  Fiscal  Year  1980  payment. 
We  would  continue  to  make  payments  for  the  Special  Provi- 
sions, sections  2,  3{e),  and  .4,  except  that  payments  for 
sectioi£3{ef  [sic]  would  be  eliminated. 

Payments  to  Federal  agencies  for  federally-supported "schools, 
under  section  6,  would  be  made  in  .full  with^ctual  increases 
for  Fiscal  Year  198li  We  wpuld  continue  the  major  disaster 
provisions  utilizing  carryover)hold-harmless  funds*  but  would 
increase  the  required  loss  from  the  existing  half  percent  or 


{Education  Department  statement ,  continued]  % 

$1000  to  the  lesser  of  5  percent  or  $1p,000.  All  of-  the 
aixfte  changes,  will  be  sdtrgfttr^both  by,  authorization  legisla- 
tion and  appropriation  language  changes.***  ,  t 

*  -%  " 

*  Public-  Law  874  was.  first  funded  in  1951.  That  year  1,172 
school  districts,  less  than  2^  percent  of  the  total,  with 
512,000  federally-connected  children  received  a*  total  of 
$29,600,000.  In  1979  payments  were  made  to  4,308  -school 
districts,  over  25^  percent  of  the  total,  for  2,291 ,060- ^ ~ 
children  at  a  oost\  of  %$786, 100,000.  Actual*  authorization 
in  that  year  was  over  $1.25  billion.  We  do  not  believe  * 
thatt  these  current  levels  are  justified  either  in  terms  of 
actual  Federal  impact  or  in  the-  priority  allocation  5f 
scarce  Federal  dollars.  '  <?- 

*  ' 

In  order  to  give  proper  weight  to  the  views  of  the  Department,  the 
Chairma^  asked  the  following*  question  and  received  the*  following"  're- 
sponse— '  1 

•  + 

"  76/* 

MR.  ROGERS : —  ...  is  there  any  possibility  that  this  dra- 
matic cut  was  a  result  of  saying  we  onlyTiave  so  much  money 
left  over,  and  use  it  for  the  most  pressing  needs,,  or  was 
this  proposal  developed  independently  of  any  overall  budget 
restraints? 

77/  *     '  * 

MS.   BEEBE: — 'The  policy   to  reduce   impact,  Aid  payments  was  - 

developed   independent  of  general   budgetary   considerations.  , 

It  was  on  policy  grounds.     Every  President  since  Truman  has 

tried  to  reduce  the  Federal  payment  under  this  program.    The.  " 

particular  proposal  that  was  developed  was  only  one  of  many 

that  we  looked  at,  aipd  it  was  submitted  without  consideration  v 

of  the  whole  budget  ceiling. 

*  !  ' 

The  essence  of  the  Department^  position  was  a  bellaf  that  there  was  a 
positive  impact  from  Federal  activities  as  follows 

%2H/'  Transcript  of  Hearing  befdre  .the  Commission  On  the  Beview  of  the 
Federal  Impact  Aid  Program,  Washington,  D.C.  '23-24  {January  31, 
1980). 

76/  Harold  E.  Rogers,  Jr.,  Chairman,  Commission  on  the  Review  of  the 

•Federal  Impact  ^id  Program. 
J77/  M$.  Cora  Beebe,  Director,  Division  of  Planning*  and  Budgeting, 
Office  of  Education,  Department  of  Health ,s  Education,  and  Welfare. 
7 8/  Ttanscript  of  Hearing  before  the  .Commission  on  the  Review  of  the 
.  Federal    Impact   Aid  Brograift,  ,  Washington,   D.C.    34-35    {January  31, 
1980).  \  m 
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[Education  Department  statement,  corteinued] 

79/     "  *  —  ** 

MS.  JACOBS; —  There  are  certain  points  of  evidence  *  that 
would... contradict  the  notion*  that  these  activities  are  a 
burden.  ^  You  would  have  to  have  that  kind^of  political  evi- 
dence..*. [W]hen  we.  looked  at  property  values  for  districts, 
we  *had*  some  data  on  equalized  property  values,  by  State,  it 
turns  outyfchat  most  of  the  Impact  Aid  districts  are  relative- 
ly well-off  in  terms  of  property  wealth  compared  to  other 
districts  in  their  State.— 7  9  1 

MR.  ^ ROGERS:  Do  you  know  of  any  studies  that  exist  right/now 
which  we  could  turn  to  which  could  document  these  positive 
impacts,... [which]  demonstrate. ..^he  positive  impact— thttfc— 
[tl^]...ta^/ revenues  that  are  availably  to  a  local  school 
district  afe  in  excess  of  10  percent,  and  all*  you  are  doing 
is.  asking*  them -to  absorb  5  percent  of  that.  Maybe  It  is 
between,  10  and  20  or  30*  and  40  or  some  figure, 
s  ' 

In  other  wo.rds,,do  you  mo&  of  any  studies  that  exist  that 
would  lay  this  problem  to  test,   or   is  it  still  very  nebu- 
lous and  possiblygoing  to  be  developed? 
f  + 

m\  JACOBS:  I  t±inte'4t'  is  still  >3/e,ry  nebulous.     Again,   the  * 
only  one  1  can  pc^at  to  is  th'e  one-  that  developed  models  ^ 
for- looking  at  thi.s,.'   We  didn't  undertake  that.   'It  was  J 
well  beyond  our   resources,   the  scope  of  9ur  resources,  and 
in  factor  feel  pretty  confident  that  the  kinds  of  things^ 
that  we  did,  which  was^to  look  at  the  district  characterise^ 
tics,  can  give  you  a  pretty  good  idea  of  where  that  money ; 
is-going,  what  the  districts  look  like,  and  attributing 
that  to  one -fact,  or  another,  I  ^think  terrl  am  not  sure  that 
it  can  be  done  with,  any  great  accuracy.^-' 


23/  Ms.  Majrtha  Jacobs,  Office  of  Assistant  Secretary  for  Planning  an<T 
Ev§!uatfon,   Office  of  Education,   d?|>artment  of  Health,  Education, 
,  and. Welfare. 

BO/  This  'statement   i^ppparently  based  upon  pages  ^42-52  of  Ginsburg 
^  (Lawrertce  -L.  Brown;  III,  Alan-  L.  Ginsburg  6"  Martha  Jacobs,  Impact 

J 'Two  Years  Later*,  An  Assessment  of  the  Program  as  Modified  by -th'e 
4  Education  Amendments  42-52^  {19.28X).  W  The  statistical  data 
vided 4  therein  simply  do  not  support  this  statement;  and  there  is 
no  evidence  provided  there in^which  would  indicate  a-*  correlation 
between  Federal  activities  an<f  relative  wealth  of  property  in  school* 
districts. 

JM/  Apparently  this  reference  to  "models"  is  regarding  A  proposal  for 
developing  an  economic  impact  model  by  the  NationaT'Planning  As^oei-' 
ation.     That  proposal  served  as  the  beginning  point  f6i  the  model 
'4«#loped  ^y   the   Commission   and   is   described   elsewhere    £n  this 
rfpbrtt. 
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[Education  Department  statement,  continued] 

In  tTTfe  Commission's  second  request  for  ai*  ^appearance  by  the  Education  J 
Department,  the  Commission  had  expressly  dsked  the  Department  to  provide  * 
information  without  regard  for  budgetary  ^considerations  *in  order*  that  A 
the  Commission  could  evaluate  the  program  on  its  merits,  avoiding,  <to 
the  extent  possible,   the  political  implications  inherent  in  budgetaty 
y  considerations.     (The  text* of  the  letter  requesting  this  information  is 

included  as  Appendix  K.)  The  Department  replied  that  it  was  not  p^si- 
ble  to  do  so,  and  gave  essentially  the  same  statement  at  its  second 
appearance  QnMay  28,  1980r^TRe^ubstan^ve  part*  of  that  statement  was 
as  follows:— ^ ■  5 

83/ 

DR.  MINTER: —  . .  .In   your    letter   requesting   our  testimony, 
.    *        you  asked  jlf  we  would  provide  evidence  in  addition  to  that 
,  presented  by  Commissioner  Smith  ih  his  January  31  testimony 

*,    '  to  support  the  reduction  in  Impact  Aid.  * 

The    arguments    presented   during  *  previous    testimony  repre- 
sent the  central- reason  for  Administration-proposed  reduc- 
-  tions  in  Impact  Aid.     These  arguments  are  based  on  several 
j.  ,  major  investigations  ,of  the  Impact  Aid  Program,  the  latest 

*  ^        of  which  was  published  -in  March,  1978,  by  the  Department  of 

^  Healthy  Education,  'and  Welfare.     For  the  most  part,  the 

findings  of  that  study  remain,  applicable  despite  changes  in 
the  Impact  Aid  law  made  in  the  education  amendments  of  1978 
of  Public  Law  95-561.  Moreover,  the  1978  study  reinforced 
many  of  the  findings  of  $n  earlier  evaluation  conducted  by 
i  the   Battelle   Memorial   Institute   and   released    in.  1970.—' 

«  .* 

These  studies  have  identified  three  major  problems  with  the 
Impact  Aid^  Program:  first,  payments  are  v  made  to  districts* 
which  ai|j|ear  to  suffer  little  or  no  burden  and  may  even 
benef^Trora  Federal  ^activities.  For  example,  our  1978* 
studgjjbuhd  that  the  Impact  Aid  payments  to  district^  with 
lowjlprcentages  of  Federal  children  are  small  when  compared 
f  wlTBr  other  revenues.  * 

82/  Transcript  of  Hearing  befor<e  the  Commission  on  the  Review  of  the 
.    .  Federal  Impact  Aid -Program,  Washington,  D.C.  7-10   (Mafr  28,  1980). 

83/  Dr.  Thomas  K.  Minter,  Assistant  Secretary  for  Elementary  and  Second^ 

ary  Education,  Department  of  Education. 
M/  *If  fchis  statement  is  intended  to_  mean  that  the  recommendations  of 
t-~^J&    _    the  Battelle  Study  support  the  department 1  s  position,  it  is  a 
W        misrepresentati0$  of  those  recommendations.    The  Battelle  Study  did 
find  that  some  local  educational  agencies  had  Impact  Aid  entitle- 
ments which,  if  funded  fully,  may  result  in  overcompensation  for  the 
Federal  burden.    This  finding  of  overcompensation  was  "made  specifi- 
cally with   respect   to  some   local  educational  agencies  using  the 
"comparable  district*  method  of  computing  local  contribution  rate 
and  not  a  general  findi^  of  overcompensation.  ,  4 

-  ■     •        %  -  ■ 
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[Education  Department  statement,  continued]  / 

Second"  and  related  to  the  above,  payments  are  made  und£r 
Impact  Aid  to  children  who  are  not  associated  with  a  substan- 
tial burden-  that  is  federally-imposW  upon  a  district.  Some 
WB*  payments—$97  million  in  1980— are  made  despite  the  fact 
that  they  are  -for  children*  whose  parents  live  on  property 
which  is  subject  to  regular  property  taxes'  and  whose  income 
*    is  subject  to  State  and  local  taxation, 

f    Other  payments  are  made  for  public  housing  children  despite 
the   fact   that  public  housing   is  'locally  rather   than  fed- 
erally-owned  and   the   Federal   Government  provides  substan- 
tial aid  to  the  communities  through  housing  subsidies,  debt  ■ 
service  guarantees  and-in-lieu  of  taxes  payments.—'  \  * 

^  Third,  methods  used  to  calculate  entitlement  based  on  local 
s  contribution  sates  have  been  criticized  as  imprecise,  result-*" 
ing  in  considerable  windfall  payments  because  they  rely^on 
criteria  that  may  [not]  reflect  the  impact  of  Federal  activi- 
m    *     ties.    'The  comparable  district  .method* provides  a  poor  approx- 
imation of  what  local  education  costs  would  have  been  in  the 
absence  of  Federal  impact.    In  effect,  districts  are  able  to 
maxiiaize   their    Impact  Aid  payments  m  by   selecting   the  most 
-  favorabtfe  districts  for  comparison.  '   For  example,   the  HEW 
study-  found. that  in  1976  the  local  contribution  rate  in 
t     districts'  using   the  comparable  district,  method  averaged  42 
percent  higher  than  it  would  have  b£en  had  the  most  favorable 
minimum  -rate  b'een  used.     Our  budgetary  and  legislative  pro- 
posals over  the  last  three  and  one-half  years  have  attempted 
to  address  these  and  other  problems  identified  in  the  studies 
which  have  been  conducted. 

However,  no  study  has  been  able  to  identify  the  precise, 
net  impact  of  Federal  installations  on  the  community.  We 
do=  know  that  federal  installations  are  actively  sought  by 
communities  and  we  assume  that  they  act  in  their  own  economic 
self-interests.  *  , 

Based  on  available  information  and  in  the  absence  of  any  data 
to  the  contrary,  the  Administration  continues  to  conclude 
that  entitlements  under  ^fche  existing  law  far  ovefstate  the 
actual  burden  imposed  by  the  Federal  Government.  Moreover,  • 
it  is  important  to  realize  that  compensation  for  Federal 
burden  is*  the  central  reason  for  the  existence  of  the  Impact 

■55 4/or  an  examination  of  these  payments  and  thelegai  status  of  publ 
^housing,  see  pages  275  to  285  and  -Appendix  L  of  this  report* 
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4  -  [Education  Department  statement,  continuedl 

#  ✓  <\  * 

f         Aid  Program,     its  purpose  Is  hot r" as'  some  would  argue,  to 
provide  a  general, program vof  aid  Jbo  education.—' 

On  the  question  of  priorities,  the  following  exchange  occurred:— ^ 

DRj  MINTER:  ....As  we  administer  those  prog&us,  again  enacted 
by  the  Congress,,  of  regulations  tjiat  have  been  overseen  by 
ithe  Congress  for  identifying  those  children  and  established 
eligibility,  and  then... we  monitor  the  programs  and  make  sure 
that  the  pro.grams  are  of  .quality  and  are  focused  on  the 
children  for -whom  th^y  were  intended.  In  other  words,  they 
want  to.  carry  out  the  intent  of  the  Congress.  It  does  causfe' 
<  „for"a  larger  staff,  which  is  one.  of  m  the  questions  that  we 
responded  to  earlier,  and*  it — and  then  we  get  the  differences 
in  programs  and  program  priorities.  *  Impact  Aid  is  not  a 
sharply  focused -program. 

.  Impact  Aid,  as  we*  know,  flpws  to  .school  districts  on  ;fche 
*£asis  pf  a  general  entitlement*  It  does  not  establish  a  need 
criteria  for  individual  students*  It  is  on  that  basts  that  I 
have  articulated  the  position  *that  our  priorities  are  set,on 
advancjmg^supplementary  fun^s  and  tseiTvices  for  triose  students 
who  afre  most  *  in  need,  and  Impapt  Aid  does  not  fall  in  the 
upWmost  of  that  category*. 

•  \  88/ 

MR,  BSLSTAD; — 'I   appreciate  the  detail.... I  have  been  very 

curious  why  tH&t  carry-over  philosophy  went  from  Adminis- 
tration to  Administration.... I  have  not  fdund  anyone  who  is 

86/  Testimony  presented  by  Jofyi  Lynch,  Assistant*  director ,  -Of f ice  of 
Economic  Adjustment,  Department  of  Defense,  disputes  this  assump- 
tion. The  Office  of  Economic  Adjustment  '.works  with  communities  in 
helping  overcome  dislocation  caused  by  closute  of  military  installa- 
tions. Lynch  laid  before  the  Commission  evidence*  which  tended  to 
show  that  qivilian  'reuse'  of  military  installations  after  their 
m  closure  resulted  in  greater  employment  with  a  more  diversified* 
economy  than  had  been  the  case  whe^i  thcfee  installations  were  used  as 
military  facilities.  [Transcript  of  Hearing  before  the  Commission 
on  the  Review  of  the  Federal  Impact  Aid  Program,  Washington,  D.C. 
\ 00-1 36  (May  28,  1980)  .]  u  ^ 

87/  Transcript  of  Hearing  before  the  Commission  on  the  Review  of  the 
Federal  impact  Afd  Program,  Washington;  D.C.  32-35/  39-40  (May  28, 
1980). 

88/  Mr.  Edward  C.'  Bolstad,  Commissioner,  Commission  6n  the  Review  of  the 
Federal  Impact  Aid  Program. 
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[Education  Department- statement)  continued]  ; 

living  high *on  an  Intact  Aid  [payment]  and  I  have  not  found  a 
school  district — at  least  ^hose  'that  havfe  brought  testimony 
'  to  us~that  they  are  going  to  be  able  to  handle  this  cutback 
as  easily  as  I  get  the 'feeling  you  might  think  it  is. 

DR.  MINTER:  I  don't  think,  Sir;  that  our  position  is  taken* 
lightly/  that  we  have  come  to  -this  position  lightly.0  We  arV 
forced  in  the  .position,  again,  [due,  to]  the  allocation  of 
scarce  resources  and — 

MR.  BOLSTAD:  Let  me  interrupt.  I  know  that,  and 'again;  it  is 
difficult  for  all  of  us  because  you  are  the  first  ones  who 
have  testified  before  thife,  body 1 that  Jiave  given  us  the  other 
side....  We  hear  only  the  advocates*  I  wish  We  could  hear 
somebody  telling  us  why- this  has  to  be  done.  So  for  that,  I 
appreciate  what  it  is  you  are  "saying.  However,  you  say  you 
have  to  allocate  scarce  resources  and  yet  you  have  just  told 
roe  that  the  policy  of  several  administrations  has  been  to 
look  at  priorities  because  Impact  Aid  is  not  categorical  aid 
and  it  was  not  a  high  priority.  .1  don't  think  4*e 'can .place 
all  of  the  blame  on  the  current  Congress  or  on  the  current 
Presidents  idea  of  limiting  resources,  beqause  the  philo^or- 
phy  of  where  impact  Aid  is  in  your  priorities  has  come 
through  "several  administrations*  It  is'a  cart  and  hprse  kind 
of  thing.  Does  *the  philosophy  come  first  or  does  the  cut- 
back come  first?  '  fc 

Dir.  MINTER:  The.  attempt  to  cut  back  on  this  type  of  total 
expenditures,  I  think  if  we  trace  the  Federal  Government's 
involvement  in  education,  that...tfte  Federal  Government  has 
always  been  very  cautious  in  taking  a  massive  role  in  educa- 
tion, because  it/isn't  well-defined  or  not  defined  in  j:he 
Constitution  as/a  State  and  local  responsibility.  We  have 
always  t^ge^M  those  monies  to  certain  priorities  that  were 
considered  national  priorities  and  priorities  that  would 
benefit  categories  of  citizens  or  would  establish  programs 
that  yould  be  in  the  national  interest.  As  we  moved  into 
[the  Elementary  and  Secondary  Education  Act]  of  1965,  we 
moved  into -the  largest  a?y2  most  massive  program  of  Federal 
aid  to  elementary  and  secondary  education  in \  the  history  of 
the  Nation.***  . 

4 

I  think.it  is  significant  that.  Title  I  of  that  Act—the  very 
first  title— is  focufced'on  the  education  of  disadvantaged  and 
is  to  provide  equal  educational  opportunities  for  those 


\  •  / 

[Education  Dfepar&nent,  statement,  continued]- 

citizens  who  are  rooit  disadvantaged*     I  don't  mean  to  imply 
£hat  yfcu>go  right  down  to  Article  X  and  ttren  you  find  that  is 
the  least  priority.    ^  don't  mean  that  and  I  don't  want  you 
to  interpret  it  that\way,  but- the  basic  function  of  our 
involvement — the. Federal  "Government's  involvement — in  educa- 
tion, I  believe,  and"  rethink  I  am  representing^  the  Depart- 
ment's position  and the  E^sition  of  previous  Administrations, 
that  it  is- mainly  to  provide  categorical  aid  and  to* identify 
*  those  students  who  are  ffio^t  needy,* and  then  to  allot  funds 
and  eliminate  the  discrepancy  between  various  of  our  citizens* 
--_  *  *  i  *" 

MR*  DAVIS: — 'As  was  pointed\out  through  several  administra- 
tions*, impact  Aid  has  always  been  a  target  for  reductions/ 
and  with  .the  number  of  school  districts  that  will  no  longer 
be  receiving  Impact  Aid,  if  those  cuts^ go  through,  even  the 
super  impact  district— many  times  these*  districts  have  Targe 
numbers  of  Indian  children.  Although  they  are  not  going  to 
be4  affected  as  these  particular  districts  will  be  this  year 
or  the  .next  year*,  there  is-ea-llittle  hit  of  *  concern-  that  as  ^ 
shifts  are  being ;made„  they^wilk  in  some  way  fall  through  the 
cracks,  *  \  *  ^ 

This  is  being  viewed  as  a  major \  step  towards  not  only  reduc-~ 
tion  of  Impact  Aid,  monies,,  but  \perhaps  maybe  elimination  of 
the  total  program  as  a  whole.    |And  that  as  you  look  three, 
four,  five,,  ten  years  d<&m  the1,  road,  those  districts  that 
have  a  great  number  of  Indian  children  need  Impact  Aid  for 


their  existence  and  there  is  a 
comments  on  that? 


|Lot  of  concern  there^  Any 


DR.  MINTER:  Yes,  In  the  matter  of  the  total  elimination  of 
impact  Aid,  I  think  that  *is,  a  policy  question  that  I  am  not 
prepared  to  respond  to^at  this  tink,  ±>ut  I  "can  say  in  terms 
of  support  for  Indian  chflSren  that^-and  I  think  I  should  say 
in  terms  of  the  reduction,  the  Relationship  between  the 
reduction  of  Impact  Aid  and  other  areas  of  the  budget— that 
very  often  trade-offs  are  made  within- the^  budgets,  and  that 
if  -Impact  Sid"  is  reduced,  1  hope  that  that  money  will-  be 
moved-  to  anQther  .sectien  of  the  'budget  where  it  is  still 
,  targetdd  on  children  who  are  in  need.  So*  that  would  not 
imply  that  Indian  children  would  not  continue  to  be  served, 
but  maybe  through  some  other  mechanism* 

 ■ — ,   *  « 

89/  Mr.  An^elm  G.  Davis, , Jr.,  Commissioner,  Commission  on* the  Review  of 
the  Federal  Impact  Aid  Program. 
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The  statements  of  the  Department  may  be  summarized  as  follows:  (a)  that 
the  Impact  Aid  Program  overpays  local  educational  agencies]  in  that 
entitlements  are  greater  than  £he  financial  burden  placed  updn  them  by 
-Federal  activities,  ,(b)  that  in  most  instancy  the  economic  benefits  of 
Federal  activities  to  localities  compensate  for  the  burden  placed  ugon 
them  by  those  activities,  (c)  that  if  those  benefits  are  not  available 
to  local  educational  agencies,  it  is  the  result  of  ineffective  State  and 
local  educational  financing  systems,  (d)  that  the  Government  must  take 
budgetary,  const radnts  into  consideration . and  set  priorities  among 
education  programs  on  the  basis  of  thosaNagstraints,  and  (e)  tjiat  other 
education  programs  have  a  higher'  priority  ^ith  the  Education  Department 
than  that  gfven  to  Impact  Aid.  \  

No  other  witnesses  before  the  Commission  in  public  hearings  gave  any 
evidence  that  the  Impact  Aid  Program  should  be  discontinued  or  reduced. 
Almost  all  witnesses  contended  that  the  program  ought  to  be  continued  in 
its  present  form  with  appropriation  levels  equal  to  the  amounts  neces- 
sary to  fund  entitlements  fully.  Many  witnesses  favored  and  presented 
evidence  to  support  propositions  which  would >  if  adopted,  expand  .the 
program.     .  \ 

The  hearing  record  left  the  Commission  in  a  quandary.  There  was  li'ttle, 
if"  evidence  to  support  reductions  in  the  prdc^am  and  none  to  sup- 

port discontinuation*  The  evidence  offered  by  the  Education  t)ep&rtment 
was  further  weakened  because — 

{1)  the  policies  of  the  States  with  respect  to  theic  methods  for 
financing  the  operatipn  of  public  schools  $re  not;  under  the  mandate 
of  this  Commission  and'  the  Commission  had,  on  April  22,  adopted  a 
policy  finding  that  the  Federal  Government  should  be  neutral  with 
respect  to  the  laws  of  the  States  and  would  not  make  recommendations 
on  the  basis  of  how  the  States  should  change  their  laws; 

(2}  the  Commission  had  on  April  22  adopted  a  policy  finding  that 
budgetary  considerations  are  irrelevant  to  an  assessment  of  the  burden 
of  Federal  activities  on  the  financing  of  local  educational  agencies; 

(3)  priorities  among  education  programs  cannot  be^ assessed  without  a 
%    study  of  all  education  programs,  which  study  is  beydnd  the  mandate 

given  this  Commission  by  the  Congress;  and  \ 

\ 

(4)  the  Department  was  made  aware  of  these  limitation^  prior  to  its 
second  appearance  before  the  COTimission.  V 

\ 

The  Commission  was  left  with  the  first  two  statements  of  the  Department 
as  relevant  evidence^  In  support  of  those  two  statements  no  substantive 
evidence  was  offered--only  a  general  statement  of  belief  and  assumptions. 
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The  only  other  evidence  .'found  by  the  Commission  which  could  be  used  as  a 
policy  reason  for  substantially  reducing  the  Impact  Aid  Program  was  a 
section  of  a  report  entitled  "Impact  Aid  Two  Years  Later:  An  Assessment 
of  the  Program  as  Modified  by  the  1974  Education  Amendments. "—'On  page 
42  thereof  begins  a  section  entitled  "Are  impact  Aid  Funds  Equitably 
Distributed  in  Terms  of  District "Needs  and  Federal  Impact*" 

The  Impact  Aid  Program  is  not  a  categorical  program  designed  to  assist 
in  meeting  specific  educational  needs  of  individual  students,  as  is  the 
case  with  almost  all  other  Federal  education  programs,  and,  therefore, 
does  not  lend  itself  to  evaluation  on  the  £asis  "of  "need,"  The  basic 
rationale  for  the  program  permits  *  the  use  of  only  one  criterion  to 
determine  need:  the  measurement  of  fiscal  burden*  , 

Since  the  source  of  and  the  interpretation  of  data  used  in  that^section 
of  that  report  is  unclear,  pages  42-52  of  that  report  are  reproduced  and 
included  as  Appendix  M,  without  further  analysis. 

With  this  as  the  only  evidence  in  favor  of  reduction  of  the  Impact  Aid 
Program,  it  became  necessary  to  review  circumstances  which  have  changed 
since  1950.  .Federal  immunity  from  State  taxation  was  reviewed  for  re- 
finements in  the  law  in  the  last  three  decades — this  being  necessitated 
because  the  concept  of  Federal  burden  arises  from  that  immunity;  changes 
in  school  f  ihance  in  the  states  weire  reviewed  in  order  to  determine  the 
extent  to  which  the  patterns  in  school  finance  qpon  whiqh  Impact  Aid.  was 
based  remain?  and  the  assumption  that  there  are  fiscal  benefits  to  local 
educational  agencies  arising  from  Federal  activities  was  studied. 

D.  INTERGOVERNMENT  TAX  IMMUNITIES ;  IMMUNITY  FROM  TAXATION  VERSUS 
NECESSARY  REVENUES  UNDER  A  FEDERAL  SYSTEM  OF  GOVERNMENT  - 

Since  the  Impact  Aid  Program  is  designed  to  compensate  local  educational 
agencies,  ii\  part,  for  the  burden  caused  by  loss  t^k  revenues  result- 
ing from  Federal  immunity  from  State  taxation,  it. is  necessary  to 
examine  the  nature  of  that  immunity  and  wh£re  its  limits  lie. 

Federal  immunity  from  State  taxation  has  "its  origins  in  the  recognition 
that,  under  a  federal,  system  of  government,  the  States  ought  not  have 
the  authority  to  tax  the  property  of  the  Federal  Government.  The 
Articles  of  Confederation,  adopted  by  the  original  thirteen  States  in 
Mll-f  expressly  exempted  property  of  the  United  States  from  State 
taxation.  Section  1  of  Article  IV  thereof  was  intended  "better  to  ^ 
secure  and  perpetuate  mutual  friendship  and  intercourse  among  the  people'  ~" 
of  the  different  States."  It  set  out  the  terms  of  the  privileges  and 
immunities  of  the  citizens  of  the  States  and  guaranteed  the  right  to 
travel  and  freedom  from  inequitable  restrictions  on  trade  and  commerce. 
The  second  proviso  on  that  section  stated  that  "no  imposition,  duties, 
or  restrictions  shall  be  laid  by  any  State,  oh  the  property  of  the 
United  states,  or^ either  of  them."  " 

90/  Lawrence  L.  Brown,  III,  Alan*  L.  Ginsburg  &  Martha  Jacobs,  Impact  Aid 
*    Two  Years  Later,  An  Assessment  of  the  Program  as  Modified  by  the 
1974  Education  Amendments  42-52  (1978). 
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This  prohibition  was  not  expressly  carried  over  to  the  Constitution  and 
the  question  of  Federal  immunity  from  State  taxation  was  not  squarely 
addressed  in  a -holding  of  the  Supreme  Court  until  1819,  when  the  Court 
came*  down  with  an  opinion  in  M'Culloch  v.  Maryland,  17  U.S.  (4  wheat.') 
316  (1819),  with  Chief  Justice  John  Marshall  speaking  for  the  Courts 
That  case  did  not  deal  directly  with  whether  a  State  could  tax  Federal 
property,  but  rather  it  dealt  with  State  taxation  of  the  operations  of  a 
Federal  instrumentality—a  national  bank.* 

The  RiSle  in  H'Q&tbh.  After  determining  that  the  authority  to  charter 
a  national. bank  was  within  the  implied  power  of  the  Congress,  the  Court 
addressed  the  question  Pf  whether  the  State  of, Maryland  could,  without 
violating  the  Constitution,"  tax  the  Baltimore  branch  of  the  national 
bank.  Acknowledging  that  the  power  of  taxation  is  one  of  vital  impor- 
tance,- that  it  was  retained  by  the  States,  and  that  it  is  concurrently 
exercised  by  the  States  and  the  United  States,  the  Court  found  that  the 
"paramount  character"  of  the  Constitution  is  such  that  it  can  withdraw 
any  subject  from  taxation— noting  that  the  Constitution  expressly  does 
so  .in  that  it  prohibits  the  States  from  laying  duties  on  imports  or 
exports.    M'Culloch,  supra,  at  432, 

~  —   y 

*  * 

Reasoning  that  if  the  Constitution  could  restrain  a  State  from  exercis- 
ing its  taxing  power  on  imports  and  exports,  the  Court  stated  that  the 
same  paramount  character  would  se&a  to  restrai4fca  State  from  such  other 
exercise  of  the  power  to  tax  as  the  nature  of  the  .tax  is  incompatible 
with,  and  repugnant  to,  the  constitutional  laws  of  the  United  States  and 
that  a  lawNSabsolutely  repugnant  to  another,  as  ^entirely  repeals  that 
other  as  if  express  terms  of  repeal  were  used. ■    id.  433. 

Under  the  principle  that  the  Constitution  *and  the  laws  made  in  pursu- 
ance thereof  are  supreme,11  the  laws  of  the  United  States  control  th£ 
constitutions  and  the  laws  of  the  States  and  the  laws  of  the  United 
States  cannot  be  controlled  by  the  States,  /?iam  this  principle  can  be 
deduced  the  following  corollaries; 

1)  ^hat  the  power  to  create  implies  the  power  to  preserve; 

2}  that  a  power  to  destroy,  if  wielded  by  a  different  hand,  is  hostile 
to,    and   incompatible  with,   the  powers   to.  create  and  preserve;  and 

3)    that   where    this    repugnancy  exists,    the  supreme  authority  must 
control.  id9 

In  response  to  the  contention  that  the  States  may  exercise  their  powers 
on  a  creation  of  the  Congress,  the  Court  considered  the  nature  and 
extent  of  the  right  of  taxation  which,  under  *He  Constitution,  remained 
with  the  States  and  admitted  that  the  power  of  "taxing  the  people  and 
their  property  is  essential  to  *the  very  existence  of  government,"  *and 
may  ,  be  exercised  "to  the  utmost  extent  to  which  the  government  may 
choose  to  carry  it,-  th*t  the  security  against  the  abuse  of  that  power 
lies1  in  the  structure  of  government,  in  that  leg i slat ures"Hmpose  taxes 
on  their 'constituents,    id.  434.  =  • 

*  * 


# 


The  United  states  has  no  such . -security  with  respect  to  a  State  legisla- 
ture. The  United  States  represents  the  people  of  all  the  States,  not 
just  tmose  of  the  State  imposing  the  tax  in  question,  so  that,  when  that 
tax  is  imposed,  i tracts  upon  a  constituency  broader  than  that  represent- 
ed by  that  State*s _ legislature.  •  The -people  of  a  single  State  may  not 
confer  upon  the  legislature  of^  that*  State  the  power  £o  tax  the  means 
jftich  the  United  States  employ^  irr-tts  Government,    id.  435. 

Were  this  not  the  case,  the  States  could,  tax  all  means  employed  by  the 
Government  which,  since  the  power  to'- tax"  involves  ,the  powfr  to  destroy 
and  the  ppwer  ^to  destroy  may  defeat  and'  render  useless  the  potter  to 
create,  could^defeat  all  ends  of  the  Government  and,  contrary  to  the  in- 
tention of  the  people  in  designing  the  Government,  make'  their  Government 
dependent  on  the  States.  Id.  4*36.  If  the  right  of  the  States  to  tax 
the  means ^employed  by  the  Government  "be  conceded,  the  declaration  that 
the  Constitution  and  the  laws  made  in  pursuance  thereof,  shall  be  the 
supreme  law  of  £he  lfcnd,  is  empty  and  unmeaning  declaration."    Id.  437*. 

On  this  line  of  reasoning,  the  Court  held,  as  ,the  unavoidable  conse- 
quence of  the  supremacy  declaration,  that  "the  States  have  no  power,  by 
taxation  or  otherwise  to  retard,  impede,  burden,  or  in  any  manner  con- 
trol, the  operations  of  the  constitutional  laws  enacted  by,  the  Congress 
to  carry  into*  execution  the  powers  vested  in  the  general  government,* 
'and  the  Court  declared  that  the  Maryland  tax,  i^a-tax  on  the  operations 
of  the  bank,  was  a  tax  on  the  operation  bt  an  instrument  employed  by  the 
United  States  to  carry  its  powers  into  execution  and,  therefore,  uncon- 
stitutional.   Id.  439f#  • 

.  In  so  holding,  the  Court  noted  that  the.  opinion  did  not  deprive  the' 
States  of  any-  resources  which  they  originally  possessed.  It  did  not 
extend  to  a  tax  paid  by  the  real  property  of  the  bank,  in  common  with 
other  real  property  within  the  State,  nor  to  a  tax  imposed  on  the 
interest  which  the  citizens  of  Maryland  may  hold'ln  the  bank,  in  qommon 
with  other  property  of 'the  same  description  throughout  the  State.    Id 1 

Extension  of  *hef  M Bulloch  Rule.  By  1829,  the  Supreme  Court  had  found 
that  obligations  of  the  United  States  were  protected  Trom  State  taxa- 
tions.— This  doctrine  was  later  extended  until  all  property  owned  by 
the  United  States  was  immune  from  State  taxation.—' 

Even  though  M^Culloch  .  did  not  hold  t^at  State  iraiunrty  from  Federal 
taxl5^°n  was  a  coroliarY  *ith  Federal  immunity,  reciprocity  was  extend- 
ed*—  Reasoning  that  self-preservation  of  a  government  requires"  that 
its  activities  be  exempt  from  taxation  by  another  government,  the  Court 
concluded  that  State  sovereignty  requires  ^that  State  activity*  be 
immune  from  Federal  taxation.     However,  elates*  immunity  has  been 

91/  Weston  v.  Charlieston,  27  U.S.  (2  Pet.)  449  (1829^. 
92/  Clallam  Co.  v.  United  States,  263  U.S.;341*  {1923}. 
J*3/  Collector  v.  Day,  78  U.S.  (11  Wall.)  '113  {1871). 


limited  to  their  governmental  Activities;*  it  does  not  immunize  proprie- 
C  tary  .activities  of  the  States  f ran  Federal  taxation  if  those  activities 
are   otherwise  *  subject   to   taxation  or   regulation^  by  the  Congress.-?^' 

Pn   the   other   hancf,    the  Federal   immunity  dees   extend   to  proprietary 
*  activities  pf  the  Federal  Government.    See  United  States  v.  Tax  Commis- 
sion of  Mississippi/  412  U.S.  363  (1973)1  421  U.S.  599  (1975) . 

After  the  decision  in  Weston^v.  Charleston/  the  Court  applied  the  prin- 
ciple of  Federal  immunity  from  Sbate  taxation  to  ali  Federal  property, 
salaries  of  F|geral  officers,  and  agents .of  the  United  States  (including 
contractors) .—  In  the  case  o£  contractors,  no  tax  could  be  laid  on 
,  their  franchises  or  operations,  but  their  local  prppejit?  could  be  taxed 
if  the  State  tax  did  not  <|Lspriminate  against '  the*  contractor,  as  an 
agent  of  the  United  States. — 'The  Court  appears  to  have  set  aside  any 
State  tax  on  contractors  which  burdened  the  Federal  Government  or  which 
could  impede  the  operations  of  the  Government.  This  precluded  taxation 
of  legal  tender  notes  of  the  United  States,  income  frcsn  Federal  securi- 
ties, incom^  from  tax-exempt  bonds,  and  gross  receipts  on  Government 
contractors. — •  . 

This  expansion  of  Federal  immunity,  together  with  an  'increase  in  Federal 
activity,  had  the  effect  of  depriving  the  States  of  necessary  revenues. 
\n  two  cases,  the  Supreme  Court  began  to  place  limits  on  Federal  immuni- 
ty from  State  taxation  which  appeared  to  reverse*  the  "earlier  trend; 
James  v.  Dravo  Contracting  Co.,  302  U.S.  *  t35  (1937),  which  permitted 
West  Virginia  to^apply  a*non-discriminatory  tax  on  the  gross  receipts* of 
a  contractor  under  a  Government  contract,  and  Graves  v.  New' York  ex  rel.^ 
£lKee£e,  306  U.S.  466  {1939},  which  held  that  -  a  State  could  tax  tha 
income  of  an  employee  of  a  Federal  agency.  In  both  cases  the  Cgv0 
indicate^  that  Federal  immunity  could  unduly  restrict  the  taxing  power 
of  the  States.  In  Graves,  supra/  at  492^*the  opinion  stated  ^that 
permitting  immunity  In  that  case  "would  impose  to  an  inadmissible  extent 
?.  restriction  on  the  taxing  power  which  the  Constitution- has,  reserved  -to 
the  [S]tate  governments. "  .  In  James,  supra,  at  150,  the  Court  stated 
that  the  application  of  the  principle* of  Federal  immunity  "has  required 

94/  Hew  ^6rk  v.  United  States,  326  U.S.  572  (19465  ?  .South  Carolina  v*. 
United  States,  T99/U.S*  437  (1905).  .  " 

!£/  McGoon  v.  Scales,  76  U.S.  (9  Wall.)  23  (1869);  Dobbins  v.  Commis- 
sioners, 41  U.S.  (16  Pet.)  435  (1842)?  Clallam  Co.  v.  United  Stated 
263  U.S.  341  (1923)?  Hew  Brunswick  vl  United  States,  .276  U.S.  547 
(1928);   Smith    v,  Kansas  City  Title  Co.,   255'  U.S.*"18d£  212*  (1921). 

96/  Owensboro  National  Bank  v.  Owensboro,  173  U.S.  664  (f899);  Indian. 
Territory  Oil  Co.  v.  Board,  28£  U.S.  325  (1933).  ~ 

11/   Bank  v.  Supervisors,    74    U.S.     (7   Wall.)    26    (1869);  Northwestern 
#  Mutual  L,  Ins.  Co.  v.  Wisconsin,    275    U.S.     136     £1927)1    Miller  *  v.' 
Milwaukee,   272  U.S.  713   (1927);  Federal  Land  Bank  v.  Crosland,  261 
U.S.    374    (1923);   Telegraph  Co.  v.  Texas,    105  U.S.    (15  Otto.)  406 
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,  the  observing  of  close  distinctions  in  order  to  maintain  tfre  essential 
freedonrof  government  in  performing  its  functions,  without  unduly 
limiting  the  taxing  power,  which  is  equally  essential  to  both  Nation  and 
State  under  our  dual  system, ■ 

*  * 

In  1958,-  the  Supreme  Court  permitted  local  jaavernraentrs  fn  Michigan  to* 
tax'  private  businesses  on  Federal  property .—'Most  recently,  the  Court 
Upheld  a  tax  on  the  possessory  .interests  of  employees  of  the^Fedferal 
Government  in  housing  on  Federal  property,  supplied  by  the  Federal 
Government. — '  ** 

On  the  tfasis  of  these  cases  the-doctrane  of  Federal  immunity,  from  State 
taxation  would  appear  to  permit  state  taxation  of  private  interests,  in 
Federal  property  so  long  as  the  tax  does  not  fall  upon  j^ie  Federal 
Government  itself,  the  tax  does  not  unduly  burden  the  Federal  Govtftnment 
or  impede  its  functions,'  and  the  tax  is  non-discriminatory* 

tcluslve  Jurisdiction  of  the  United  State!.      The   "clear  distinctions* 
observed  by  the  Court  in  these  cases  do' not  apply  with  respecJt  to 
territory  which   lies  within   the  exclusive  jurisdiction  of  the  United 
States,  where  the  laws  of  the  States  have  no  fore*.    Clause  17  of 
section  8  of  Article  I  of  the  Constitution  provides  tMt  Congress  shall 
^  '  haye  the^  power  .ta  ."exercise  exclusive  legislation  in  all  esses  whatso- 
„W*r?  over  such  District  \(not  exceeding  ten  miles  square)  as  may,  by 
-cession  of  particular  States,  and  th#  acceptance  of  Congress,   and  to 
.  "  -exercrse  like  authority  over  all  places  purchased  by  the  consent. of  the 

*  *  legislature  .of  the  State  in  which  the  same  shall^be,  for  the  erection  of 
\      forts,,  magazines,   arsenals,  dock-yards,  and  ojther  needful  buildings'." 

<    It  would  sefem  '£o'*havb  been  th'e  opinion  of  the^framers  of  the  Const'itu- 
,.«'-£ion  that,  Without,  the  consent  of  the  states,   the  Federal  Government 
*rcould  not  acquire  land  within  them  and  that.  su§h*  consent  should  carry 
with  it"  political  dominion  and  legislative  authority  over  the'  Land  in  * 
question.    Purchase  with  such  consenj:  #as  the  only  mode  then  thbught  for 
the.  acquisition  of  lands  within  the  StatesT    After  the  adoption  of  the 
Constitution,  that  view  did  not  prevail;  and' State  consent  has  not  al- 
ways been  obtained  upon  Federal  acquisition  of  property.    Where,  land  is 
acquired  without  consent,  the  possession  of  the  United  States' is  simply 
that  of  an  ordinary  proprietor,  and  property  so  acquired,  unless  used  as 
a  rowans  to  carry  out  the  purposes  of  the  Federal  Governments  is  subject 
-*    to  the  legislative  authority %  (other  than  that  of  taxation)' of  the  States 
equally  with  the  property  of  private^individuals.-^/ 

The  States  have  bdth^  general  and  specific  statutes  consenting* to  Federal 

jurisdiction  over  lands  acquired,  within  fchem,  which  range  from *a 'consent 

■  *  \m  -    M  * 

*  -  * 
United  states'- v.  Detroit,    355   O.'s.    466    (1958);   United  States  v". 

City  of  Muskeqony    355    U.S.    48*,   *488    (1958);    City  of  Detroit  v. 

Murray  Corporation,  355  U.S.   485   (19581    [hereinafter  .cited  as  The 

Michigan  Cases] . 
99/    United  States  v.  County  ot  Fresno',  429  U.$.^52  (1977). 
1£0/  Fort  Leavenworth  Railroad  Co.  v.  Lowe,    114'-u.S.  ,525,   530  »(1885).  . 
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.  to  Pederal  jurisdiction  over  all  property  acquired  within  the  State  to 
consent  ^to  such  jurisdiction  so  long  as  the  property  is  used  for  ^the 
purpose  acquiredf  to  reserved  concurrent  jurisdiction,  and  to  specific 
consent  with  respect  to  specific  acquisitions. 

Must  hte  Pederal  Government  accept  jurisdictfon  when  the  States  consent? 
#  Early  Supreme  Court*  decisions/  presumed  acceptance  when  consent  was 
offered,  unless  there  was  evidence  of  a  Pederal  dissent  .to  the  State 
action.  This  presumption  was  based  on  the  assumption  that  the  passage 
of  jurisdiction  from  the  State  to  the  Pederal  Government  conferred  a 
benefit  on  the  Pederal  Gove  r  nrae  nt.-^'  As  early  as  1841,^  the  Congress 
was  legislating  rules  ■  concerning  acquisition  of^-iand  and  jurisdiction 
otfer  land  acqui^r^.    Acquisition  authority  was  expressly  limited  without* 

State   consent.  'However,  'in   1937,    the  Court   held  that   the  Pederal 

Government  is  not  compelled  to  accept  political  jurisdiction^  wflen 
consent  is  offered,  contrary  to  its  own  conception  of  its  interests>~^' 
In  addition,  the  Federal  Government  has  the  right  to  acquire  property, 
without  the  consent  of  the  States,  by  the  ex^cise  of  *the  power  tef 
eminent  domain.  ■        %  * 

In  1940,  section  355  of  the  Revised  Statutes  (containing  the  statutory 
authority  for  40  U.S.C.  255)  was  amended  by  deleting  .the  requirement 
that  St^te  consent  be  had  for  the-scquisitiorf  of  land*  by  the  Pederal 
Government  and  by  adding  a  new  paragraph  providing  that  unless  there  was 
explicit  acceptance  by  the  Pederal  Government,  ^it  shall  ^conclusively 
presumed  that  no  such  jurisdiction,  has  been  accepted. "-^'This  section 
 '  

101/  Id.  528.  •    -  , 

*r~402/  5  Stat.  468,  now  classified  to  40  U.S.C.  255  (1976). 

1&3/1  Silas  Mason  Co.  v.  Tax  Commission  of  Washington,  302  U.S.  186,  2&7 

(1937).  " 
104/   James  v.  Dravo  Contracting  Co.,    302   U.S.    134,    141    (1937);  Port 

Leavenworth  Railroad  Co.  v.  Lowe,  114  U.S.  525,  531  (1884). 
705/  Notwithstanding  any  other  provision  .of  law,  the  obtaining  of 
.    .    ;     exclusive  jurisdiction  in  the  United  States  over  glands  op  interests 
therein  which  have  been  or  shall  hereafter  be  acquired  by  it  shall 
not  be  required;  but  the  head  or  ,other  authorized  officer  o:f  any 
^  department  or  indepeodent  establishment  or  agency  of  the  Government 
may,   in  such  cases  and  at  such  r  fc  tries  as  -he  may  . deem  desirable, -} 
,     .accept  or  secure  from  the  State   in  which  any  lands  or  interests 
therein  under  his  immediate  jurisdiction,  custody,  or.  control  are 
situated,  consent  to  or  cession  of  ^uch  jurisdiction,  exclusive  or" 
partial,  not  thpretofore  obtained,  ahy  sucfi  lands  5r  interests* 

-  as  he  may  deem  desirable  and  indicate  acceptance  of  such  jurisdio- 
?  tion  on  behalf  of  the  United  States  by  filing  a  notice  of  scfch 
acceptance  with  the  Governor  of  such  State  or  in  such  other  manner 
as  may  be  prescribed  by  the  laws  of  tfte  State  where  ^such- lands , are 
situated.  Unless  and  until  the  United  States  has  accepted  juris- 
•  diction  over  lands  hereafter  to  be  icguired  as  aforesaid,  it  shall 
be  conclusively  presumed  that  no  such  'jurisdiction  has  been  accept- 
ed.    (40  U.S.C.  255  (1976).) 
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was  intended  td  give  broad  discretion  to  the  various  aqencies  in  order 
that  they  <&ght  obtain  only  the  nece^Sary  jurisdiction.-^' 

,When  the  federal  Government  has  acquired  exclusive   jurisdiction  "  over 
terrify,  it  has  all  of  the  powers  of  the  national  and  a , State  govern- 
 Private  ,  personal  property  located  within  such  a  jurisaic^grj 


•  ment.- 

cannot  be  taxed  by  the  St&te^  in  which  such  jurisdiction  is  located  .~'-^/ 

1 09*/ 


Exclusive  jurisdiction  bjvs'State  laws  on  liability 'fgr  Negligence,— ' 
and  State  criminal  laws.  '  -  "  m 

r 

Responsibility  for  governance  in  territories  over  which  the  ^United 
States  has  accepted  exclusive  jurisdiction ^passes  with  such  acceptance. 
With  respect  to.  education,  the  Federal  Government  has  accepted  its 
responsibility  for  governance  in  some  cases  of  exclusive  jurisdiction  by 
establishing  ^yid,  operating  schools  for  children  residing  within  that 
jurisdiction, — -^In  these  cases,  removal  .from.  State  taxation  has  been 
accompanied,  by  an  assumption  of  Federal  responsibility  far  govefnsfijce. 
Were  all  cases  where  the  Federal  Government  exempts  property  from  State 
taxation  also  cases  in  which  €he  Federal  Government  assumes  jurisdiction 
and  responsibility,  the  conflict  between  tax  immunity  and  the  need  for 
4  revenues  #  for  governance  would  ;not  exist.  That  has  npt  bpen  the  case. 
The  United  States  has  (extended  tax  immunity  without  accepting  jurisdic- 
tion, so  that  the  responsibility  for  governance  has  been  severed 'from 
the  ability  to  raise  the  revenues  necessary  therefor. 

Federal  Jurisdiction  Other  Than  Exclusive.  The  States  may  qualify  thej^ 
consent  to  Federal  acquisition  of- property,  and  the  FederaJT Government 
may  not  accept  the  offer,;  ovf  State  consent .-i-^'When  State  consent  is 
inconsistent  with  exclusive  jurisdiction,  concurrent  jurisdiction 

results.  '  When  there  is  no  State  consent*  no  jurisdiction  passes  to 

the  United  States  and  the  United  States  holds  ^the  "property  in  much  the 
same  manner  as  a  private  proprietor,  except  that*  the  property  owned  by' 
the  United  States  is  not  subject"  to  State  taxation.-^'Tlfe  Congress  has 
creat^  Federal    instrumentalities   and   permitted    limited   State  taxa- 
tion.       In  .such  cases,   the  operations  of  those  instrumentalities  are 


106/ 
107/ 


i 


112/ 

113/ 
114/ 

115/ 


Adams  v.  pinited  States ,  3l£rU.S.  312  (1943). 

Pacific  Coast  Dairy,  Inc.  v;-  Dept.  of  Agriculture,    318  *"u7s.  285 

(1943).  ,  -  . 

Surplus  Trading  Co.  v.  Cook,  Sheriff,    281    U.S.    647/  649  (1930>. 
Arlington  Hotel  Co.  v.  Fant,  278  U.S.  439,  449*  (1929)/ 
Benson  v.  United  States,  146  U.S.  325,  331 '  (1892) .  *  • 

See  Act  of  September  30,  1,950,.  Pub.  L.  No.  874,  81st  Cong.,  2d 
Sess.,  S6,  20  U.S.C.A.  §241  (1974  *  *Supp.  1978)  (original  version 
at  ch.  1 124;,  64  Stat/  1 107  (1950) ) . 

*James  v.  Pravo  Contracting  Co.,   302  U.S.   134    (1937);   Silas* Mason 

Co*.  v. »Tax  Commission  of  Washington,  302  U.S.  186  (1937). 

77  Am.  Jur.  2d  United  'States  S84  (197*5).  . 

71  Am.. Jur.  2d  State  and  Local  taxation  SS221-234  (1973).  -  * 

71  Am.  Jur.  2d  State  and  Local  Taxation  SS240-243  (1973). 
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tax-exempt,  while  the  property  of .the  instrumentality  may  be  subject  to 
|tate   taxation,  dependent   upon   the  terras  of  the  Federal  statute.-^' 

State  consent  to  Federal  jurisdiction  varies.  Some  consent  to  jurisdic- 
tion, reserving  only  the  right  to  service  of  process  for  crimes  commit- 
ted outside  Federal  jurisdiction,  while  others  have  reserved  the  right 
to  tax  specific  items,  such  as  railroads  and  bridges. -^'Sorae  States 
have  standing  statutes  consenting  to  Federal  jurisdiction  wherever  or 
whenever  the  United  States  acquires'  property  within  their  territorial 
boundaries;  aj^  others  give  specific  consent  with  respect  to  specific 
acquisitions,  

♦  This  has  resulted  in  a  patchwork  pattern  of  exclusively  Federal,  concur- 
rently State  and  Federal,  and  wholely  State  political  jurisdiction  over 
Federal  property  ;  so  that  the  'authority  of  the  State  to  tax  activities 
on  Federal  property  must  be  determined  on  a  case-by-case,  basis, ,  _!Chis„ 
determination  must~take  into  consideration  ~  thV means  by  which  the 
property ;was  acquired,  the  terras  of  State  consent,  if  any,  and  whether 
there  has  been  an  .acceptance  by  the  United  States. 

An  unanswered  question  is  to.  y*hat  extent  does  political  obligation  with 
respect  to  the  residents  on  Federal  property  pass  with  political  juris- 
•  diction  when  it  less  than  exclusive?  Do  residents  in  such  instances 
hSive  the  rights  as  citizens  of  the  States  wherein  they  reside  when 
jurisdiction  has  •passed  to  ttie  United  States?  %With  respect' to  Indian 
iands,  residents  have  their  full  rights  as  citizens  of  the  States 
because m  Federal  ]^aw  creates'  those  fights,  even  though  ^the  jurisdiction 
over  those  lands  is  almost  4 exclusively  Federal,  Yet,  this  does  not 
^ /'       appear  to  be  the 'rule  in  other  cases, 

Indian  Lands.  Different  ^from  territory  under  exclusive  jurisdiction 
under  clause  17  x>f  section  8  of  Article  I  of  the  Const *fe*t ion  and  from, 
j  property  exempt  ffora  State  taxation  under  the  Supremacy  Clause  is  the 
case  of  real  property  held  in  trust  by  the  United  States  for  individual 
Indians  or  Indian  tribes  or  real  property  held  by  individual  Indians  or 
Indian  tribes  which  isr  subject  to  restrictions  on  alienatidh  imposed  by 
/the  United  States.  The  immunity  Of  thesfei  lands  and  of;  frfdians  on 
reserv^tJLqn^^ndg  ^ppears*^  to  Item  from*  tfheir  having  been  distinct 
political  communities,  with'  territorial  boundaries,  within  which  the 
authority  of  the  Indians* is  exclusive,  which  authority^ is  guaranteed  by 
the  United  'states/  The  United  States'  authority  to  make  and  enforce 
s  that  guarantee  is  derived  from  the  vtreatymakirig  power  of  the  President 
under*  clause  2  of  section  2  of  ^Article  i:i  efthe  Constitution^  from  the 
power  of  the  Congress  to  regulate  commerce, with  the  Indian  tribes  and, 
in  some  cases,    from  tfte ,  Supremacy  Clause,   to  the  extent  that  Indian 

M'Culloch y\  Maryland,.  17  U.S.  (4  Wheat.)  316  (1819/.  ' 
HZ/  Fprt  Leavenworth  Railroad  Co.  v.  Lowe,    114  U.Sj^-^25,    530  (1884). 
118/»Id.  A  t  ^  •        +  . 
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reservations  are  instrumentalities  of  the  United  States.-^/ 

The  commerce  and  treatyraaking  authorities,  with  respect  to  iadian 
tribes,  vested  in • the  Federal  Government  by  the  Constitution  imply  a 
sovereignty,  on  the  part  of  those  tribes,  equivalent  to  that  off  foreign 
nations,  and,  as  such,  the  States  may  not  interfere  with  rights  created 
by  treaties  between  the  United  ^gtes  and  those  tribes,  and  so  may  not 
tax  the  members  of  those  bribes,  'So  long  as  there  is  a  tribal  organi- 
zation recognized  by  the  Federal  Government,  the  Indians  are  a  people 
distinct  from  others,  capable  of  making  treaties,  separated  from  the 
jurisdiction  of  the  States,  governed  exclusively  by  the  Federal  Govern- 
ment. The  Federal  Government  has  had  a~'polipy  of  permitting  the  Indians 
to  govern  themselves  without  State  interference.-^/ 

N  '<  ' 

Even  though,  the  Indian  sovereignty  doctrine  has  been  eroded  considerate 
._4SjL-4t-Wft  in  forse.JEorJthe  period  .of ^Jtirae-  wh eiv^ttea ties. were- made  and 
a  many  statutes  affecting  the  rights  of  Indians  were  enacted.     IS.  172. 
It   is   in  the   terms  of   those   treaties  and   statutes   that  the~present 
Indian  immunity  from  State  taxation  is  described  or  implied. 

There  is  no  uniformity  among  the  treaties  of  Indian  tribes  regarding 
their  immunity  from  State'  taxation;  nor  is  there  uniformity  in  the 
statutes  admitting  the  States  regarding  the  status  of  Indian  tribes 
within  the  territorial  limits  of  the  States.  However,  the  treaties,  in 
general,  obligate  the  United  States  to  the  protection  of  the  rTghts  of 
Indies,  including  their  tribal  existence,  and  retain  sole  jurisdiction 
in  the  United  States  for  governmental  dealings  with  the  Indians  so  long 
as^  the  tribes  exist.  The^^ganic  acts  of  the  States  recognize  this 
jurisdiction,  so  that  the  States  do  not  have  the  jurisdiction  to  tax 
Indian  .lands.    Indian  immunity  from' State  taxation  goes  beyond  the  lands 

119/  WorcesEeV  v.  Georgia,  J1  U.s/^ [6  Pet.)  515  (18320f  United  States  v. 
Kagama,-j11£L  U.S.  375  (1886);  United  States  v.„  Rjjbkert,  188  U.S.  432 
.     (1903).  1  ~~     ~~     ~  — 

Thfe  CourKreached  the*  treatymaking  power  authority  by  interpreting 
section  2  Jof  Article  III  of  the  Constitution  which  provides  that 
the  judicial  power  shall  extend  to  all  cases,  in  law  and  equity. 
-  ^arisihg/Snder  "treaties 'made,  or  whfch  "shall  be  made,  under"  the 
authority  of  the  Constitution  or  the  laws  of  thre  United,.  States. 
Since^treaties'had,  prior  to  the  adoption  of  the  Constitution,  besen 
made  With  Indian  tribes,  this  has  been  construed  as  authorizing 
the*  President  to  make  treaties  with  Indian  tribes  thereafter^ 
.  Worcester,  supra,  at  558;  Holden  v.  Joy,  84  U.S.  (17  Wall.)  21 1 
(1JB72).'  , 

J20/  The  Kag^s  mdians,  72  U.S.  (5  WJall.)  737  ."(1866J;  "The  New  York 
Indians;  72  U.S.  (5  Wall.')  761  (3866);  McClanahan  v.  Arizona  State 
Tax  Commission,  411  U.S.  164  (1973).  !  r" 

111/  The  Kansas  Indians,  supg|£note  120,  at  755?  McClanahan,  supra  note 
120,  'at  170.  '      *    *  4 
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and  includes  immunity  dora  sales  and  income  taxes  onv  Indians  on  Indian 
lands.  ' 

The  absence  of  State  political-  jurisdiction  with  respect  to-  Indian 
tribes,  together  with  the  Federal,  law-making  members  of  those  tribes1 
citizens  of  the  states,  creates  a  situation  in  which  the  States  have 
political  obligations  to  citizens  over  whom  they  have  limited  political 

\ jurisdiction.  These  citizens  are  guaranteed  egual  protection  of  the 
laws   of   the   States   .(including   their   laws   providing  Tfo?   free  .public 

jeducation) f  yet  they  have  guarantees  with  respect  to  education  under  the 
treaties  between  the  United  States  and  Indian  tribes. 
A 

Summary  of  Immunities.  No  general  rule  on  Federal  immunities  from  State 
and  local  taxation  can  be  stated.  Immunity  is  determined  by  political 
jurisdiction  over  the  proper^  in  questioa.  Setting  aside  the  question 
of  jurisdiction,  the  States  may  not  tax  Federal  property  or  its  instru- 
mentalities, states  may  not  tax  agents  (or  contractors)  of  the  United 
States  if  the  tax  creates  an  undije  burden  on  the  Federal  Government  or 
impedes  its  operations,  nor  -  may  the  States  tax  in  such  a  manner  that 
discriminates  against  those  agents  or  employees.  Beyond  these ^limits, 
the  immunity  of  the  United  Stated,  under  the  Supremacy  Clause  doctrine, 
is  yet  to  be  deMned.  The  present  test  for  determining  whether  the 
Federal  Government  may  be  taxed  by  a  State  appears  to* be  defined  by  the 
"rule  of  legal  incidence*1:  State  taxation  that  falls  directly  upon  (is 
legally  incident  upon)  Federal  instrumentalities  is*  forbidden.  .  Taxes 
that  economically  burden  government  operations  but  whose  legal  incidence 
is  on  those  selling  goods  and  services  to  the  government  are  generally 
permitted,  provided  the^Q  not  discriminate  against  or  severely  burden 

the  Federal  Government.        A  tax  upon  a  Federal  contractor  may  be  valid 

or  a  tax  upon  the  possessory  interest  of  employees  of  the  Federal 
Government   residing  *in  housing  on  Federal  property  may  be  valid. J33Lr 

This  discussion  of  Federal  immunity  under  the  Supremacy  Clause  of  the 
Constitution  is  not  intended  to  be  comprehensive.  It  has  not  included 
the  entire  scope  of  tax  exemption  by  reason  of  Federal  statutes. 
Federal  statutory  law  has  permitted  some  forms  of  taxation  with  respect 
to  federally-chartered  institutions— such  as  national  banks— and  has  - 
prohibited  local  taxation  of  non-Federal  instrumentalities  such  as 
federally-subsidized  local  housing  authorities,  .which  are  discussed 
elsewhere  in  this  repbrt.-^/ 


122/  McClanahan  v.  Arizona  State  Tax  Commission,    411  .164  (1973); 

Mescalero  Apache  Tribe  v.  Jones,  41 1  U.S.  145  (1973). 

J23/  Boeing.  Aircraft  Co.  v.  Reconstructidn  Finance  Corp.,,  171  P. 2d  838 
(1946) .  " — r* 

124/  United  States  v.  County  of  Fresno,  429  U.S.  452  (1977). 

125/  See  R.D,  Ebel  &  J.E.  Towles,  Advisory  Commission  on  Intergovern- 
mental Relat  ions ,  Federal  Payments  In-Lieu  of,  Local  Property  Tax 
Payments,  (1980)  for,  a  more  nearly  complete  discussion  of  Federal 
immunity  and  its  effects. 
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Since  Federal  immunity  is  only  the  beginning  point  of  a  study  of  Impact 
Aid  and  not  entirely  within  the  scope  of 'that  study,  this  limited  review 
of  some  of  the  major  features  of  immunity  is  sufficient  to  lay  the 
groundwork  -for  a  consideration  of  some  of  the  implications  of  that 
doctrine.  ' 

' :  . 

Limitations  on  Immunity.  As  early  as  the  opinion  by  Marshall  in 
M'Culloch,  concerns  were  expressed  that  .Federal  immunity  from  State 
taxation  native  to  the  Federal  Government  an  inordinant  power  against- 

•the  .States.  Marshall  set  aside  that  argument  stating  that  the  Court 

was  simply  declaring  "a  tax  on  the.  operations"  of  the  bank  unconstitu- 
tional and  adding  that  the  decision  ,— 

does  not  deprive  the  States  of  any  resources  which  they 
originally  possessed.  It  does  not  extend  to  a  tax  paid  by 
the  .real  property  of  the  baftk,  in  common  with  the  other 
real  property  within  the  State,  nor  to  a  tax  imposed  on  the 
interest  which  the  citizens  of  Maryland  may  hold  in  this 
institution,  in  common  with  other  ,  property  of  the  same 
description  throughout  the  State.  Id.  439. 

M'Culloch  did  not  address  the  question  of  Federal  acquisition  of  real 
property  and,  by  such  acquisition,  the  exemption  of  such  property  from 
State  taxation.  The  authority  to  lay  a  tax  on  real  property  is,  except 
in  the  case  of  an  apportioned  direct  Federal  tax,  within  the  jurisdic- 
tion of  the  States.  When  real  property  is  exempted  from  taxation  by 
Federal  activities  or  operation  of  Federal  law*,Uys  States  are  deprived 
of    resources  which  they  originally  possessed."—7 

There  is  evidence  that  these  concerns  were  a  factor  when  the  Court 
reversed  the  trend  in  favor  of  immunity  in  its  decisions-in  James  v. 
Dravo  Contracting  Co. ,  op_.  cite,  and  Graves  v.  New.  York  ex  rel.  O'Keefe, 
o£.  cite,  in  the  late  1930's  and  the  Michigan  cases  in  1958.-^T  


J26/  M'Culloch,  supra,  at  439. 

127/  Federal  statutes,  including  the  Acts  of  CongWss  admitting  the 
States  to  the  Union,  provide  that  Federal  property  within  the 
States,  is  to  be  exempt  from  taxation.  See  note  62>  supra.  In 
addition,  many  State  constitutions  and  laws  provide  that  the 
Federal  property  will  be  exempt  from  taxation.  It  has  been  rea- 
soned that  such  provisions  are  merely, declaratory  of  what  the  law 
is,  regardless  of  the  provisions,  and  they  are  unnecessary  to 
establish  the  exemption  of  Feder at  property ' from  StUte_taxation. 
[BoeMng  Aircraft  Co.  v.  Reconstruction  Finance  Corp..  171  pV2rf"~838 
(1946).]  Federal  property  is  not  simply  exempt  from  taxation, 
which  may  imply  a  grant  of  exemption,  by/  the  State;   it  is  immune 

„B/  if0®  taxation  by  reason  of  the  Constitution  and  the  federal  system. 

l£°/  The  Michigan  Cases,  supra  note  98." 
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Thus  far  the  Supreme  Cdurt  ^treated  this  concern  as  one  for  the  Con- 
gress, and  not  the  courts.  'However,  a  recent  decision  of  the  Court 

may  shed  light  on   some   new  thinking   regarding   relations  between  the 
States  and  the  Federal  Government. 

With  National  League  of  Cities  v.  Usery,  426  U.S.  833  (1976),  the  Court 
invalidated  the  1974  amendments  to  the  Pair  Labor  Standards  .Act  whiph 
required  States  to  pay  their  employees  minimum  wage  and  overtime  pay. 
The  Act  had,  since  enactment  in  1938,  applied  the  same  requirements  to 
private  employers.  The  Supreme  Court^had",  in  1941,  unanimously  upheld  * 
the  Act  as  a  valid  exercise  of  the  Congress'  power  under  the  Commerce 
Clatfle  in  United  States  v.  Darby,  312  U.S.  100  (1941),  In  1966,  the 
Congress  amended  the  definition  of  employer  under  the  Act  to  include  the 
U.S.  Government,  states,  and  their  political  subdivisions  with  respect 
to  employees  of  State  hospitals,  institutions  and  schools.  The  Court 
upheld  those  amendments  in  Maryland  v.  Wirtz,  392  U.S.  183  (1968), 
There  the  Court  reasoned  the  amendments  were^  a  valid  exercise  of  con- 
gressional authority,  and  *  to  the  extent  that  the  Congress,  in  the 
exercise  of  its  valid  authority,  interferes  with  the  State  Carrying  out 
its  functions,  the  State  interests  must  yield.  The  1966  amendment  had 
exempted  from  the  Act's  coverage  any  employee  in  an  executive,  adminis- 
trative or  professional  capacity,  including  academic  administrative 
petsonnel  or  teachers  in  elementary  or  secondary  schools;  it  covered 
only  employees  of  hospitals,  schools,  and  institutions. 

* 

The  1974  amendments  removed  altogether  the  exemption  of  States  and  their 
political  subdivisions  from  being  considered  employers  under  the  Act. 
The  amendments  meant  all  State  and  municipal  employees  were  to  be  paid 
minimum  wage  and  overtime  pay.,  national  League  of  Cities  reversed 
Wirtz.'  The  Court  held  that  such  requirements,  though  a  valid  exercise 
of  the  commerce  power  when  applied  to  private  employers,  when  applied  to 
States  interfered  with  the  States'  ability  to  make  fundamental  employ- 
ment decisions  in  carrying  out  traditional  governmental  functions, 
"This  congressionally  imposed  displacement  of  State  decisions  may 
substantially  restructure  tradition^  ways  in  which  the  local  govern- 
ments have  arranged  tHeti  affairs."  '  The  Court  reasoned  the  congres- 
sional enactments— which  may  be  fully  within  the  grant  of.  legislative 
authority — may  nonetheless  be  invalid  if  they  offend  other  provisions  of 
the  Constitution  such  .tfr.the  Sixth  Amendment  or  the  Due  Process  Clause 
of  the  Fifth  Amendment.-^'  - 

If  the  Fi££h  and  Sixth  Amendments  can  limit  the  ^>wer  of  the  Congress 
under  the  Commerce  Clause,  can  the  Tenth  Amendment  also  servew  as  a 
limitation  on   the*  Commerce   Clause?      The   Tenth   Amendment   declares  a 

129/   Federal  Land  Bank  v.  Bismarck  Co.,    314   U.S.    95    (1941 )  r   Board  of 

Commissioners  v.  Seber,  318  U.S^  70S  (1943). 
130/    National  League  of  Cities  v.  Usery,    426    U.S.    833,    849     (1976) , 
131/  See  United  States  v.  Jackson,  390  U.S.  570  (1968);  Leary  «v.  United 

States,  395  U.S.  6  (1989).. 
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constitutional  policy  that  the  Congress  may  not  exercise  power  in  a 
fashion  that  impairs  the  integrity  of  the  States  or  their  ability  to 

function  effectively  in  a  federal  system.  'Citing  New  York  v#  United 

States,  as  a  limitation  on  Federal  authority  to  tax  the  States,  Lane  v, 
Oregon,  respecting  the  constitutionally  recognized  necessary  existence 
of  the  States  and  their  independent  authority,  and  Metcalfe  and  Eddy  v. 
Mitchell,  269  U.S.  514  {1926),  the  Court  concluded  that  the  commerce 
power,  which  authorizes  the  Congress  to  regulate  private  business,  does 
not  in  the  same  manner  permit  the  exercise  of  that  power  directed  to  the 
States  as  States.-1^' 

There  are  attributes  of  sovereignty  attaching  to  every  State  government 
which  mayTiot  be  impaired  by  the  Congress,  not  because  the  Congress  may 
lack  an  affirmative  grant  of  legislative  authority  to  reach  the  matter, 
but  because^ the  Constitution  prohibits  it  from  exercising  the  authority 
in  that  matter. 

After  .examining  the  evidence  concerning  the  financial  impact  of  the  Fair 
Labor  Standards  Act  on  State  and  local  governments  and  the  reduction  in 
State  and  local  services  as  a  consequence  thereof,  the  Court  noted  that 
the  Act  displaced  State  policies  regarding  the  manner  in  which  they 
could  structure  the  delivery  of  those  governmental  services  which  their 
citizens  require,  with  the  only  discretion  left  to  the  States  being 
either  to  ^|tempt  to  increase  their  revenues  or  to  reduce  the  number  of 

employees,  The  displacement  of  State  decisions  could  substantially 

restructure  tr^tional  ways  in  which  local  governments  have  arranged 
their  affairs.  This  is  an  impermissible  interference  with  the  inte- 
gral governmental  functions  of  the-  States  and  their  subdivisions.,  in 
that,  if  the  Congress  is  permitted  to  withdraw  the  authority  from  the 
States  to  make  fundamental  decisions  regarding  employment  and  the  per- 
formance of  their  functions,  there  would  be  little  left  of  the  States' 
separate  and  independent  existence  and  there  would  be  an  impairment  of 
the   States1   ability   to   function  effectively  in  a  federal  system.-^' 

 a 

132/  Fry  v,  Dnited  States,  421  U.S.  542,  547  n.7  {1975). 

133/    National  League  of  dities  v.  Usery,    426    U.S.    833,    843  (1976), 

134/  Id.  at  845. 

135/  Id.  at  s846. 

136/  id.  at  849. 

J_37/  ^d.  at  851.  Much  of  the  evidence  regarding  the  effect  of  complying 
with  the  Fair  Labor  Standards  Act  dealt  with*  the  costs  to  State  and 
-  — local  governments  incurred  by  .reason  of  compliance  and  the  effect 
of  those  costs  on  State  and  loca^  governmental  functions.  It  is 
worth  speculating  whether  the  result  would  have  been  the  same  had 
the  Federal  Government  assisted  those  governments  in  covering  those 
costs.  Were  that  the  case,  the  analogy  with,  Impact  Aid  could  be 
extended. 
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On  this  line  of  reasoning  the  Court  held  that  this  exercise  of  congres- 
sional authority  "does  not  comport  with  the  federal  system  of  govern- 
-ment*— and  that  insofar  as  the  challenged  statute  operates  to  displace 
directly  the  States'  freedom  to  structure  integral  operations  in  areas 
of  traditional  governmental  functions,  it  is  not  within  the'  commerce 
power  of  the  Congress.— r— i r 

The  Court  distinguised  this  holding  from  that  in  Fry  v.  United  States, 
supr£,»  in  which  Federal  regulation  of  salaries  of  State  employees  under 
the  Economic  Stabilization  Act  of  1970  was  upheld  by  noting  that  Federal 
'interference  thereunder  was  less  than  that  under  the  Fair  Labor  Stand- 
ards Act  since  t^^interf erence  was  only  a  temporary  wage  freeze  imposed 
as  an  emergency*  ■ 

With  respect  to  Maryland  v.  Wirtz,  supra,  the  Court,  stating  that  the 
"Congress  may  not  exercise  that  power  [to  regulate  Commerce]  so  as  to 
force  directly  upon  ttte  States  its  choices  as  to. how  essential  decisions 
regarding  the  conduct  of  integral  governmental  functions  are  to  be 
made,", agreed  with  the  dissent  of  Mr,  Justice  Douglas  in  Wirtz  in  which 
he  -warned  that  the  assertion  of  the  power  of  the  Congress,  if  unchecked, 
would  allow  the*Federal  Government  to  "devour  the  essentials  of  [Sjtate 
sovereignty"  and  overruled  Wirtz.—^  *  .     -  y 

This  case  is  one  of  the  few  instances  in  which  the  Court  has  placed  a 
check  upon  the  commerce  power  of  the  Congress*  The  full  implications  of 
this  decision  are  not  yet  apparent.  The  Court  has  not  applied  a  similar* 
check  on  the  Supremacy  Clause.  The  question  arises  whether  the  burden 
placed  on  States  and  their  political  subdivisions  {local  educational 
agencies)  by  the  Federal  Government  under  the  Supremacy  Clause  suffi- 
ciently interferes  with  the  ability  of  governmental  units  to  carry  l>ut 
integral  governmental  functions,  namely  providing  public  education,  to 
merit  a  check  upon  that  authority. 

Whether  the  restriction  placed  upon  the  exercise  of  the  Federal  commerce 
power  in  National  League  of  Cities  can  be  applied  to  Federal  immunity 
from  taxation  of  the  State  is  an  open  question.  ^In  National  League  of 
Cities,  the  Court  de&lt  with  Federa^xggulation  of  State  activity,  not 
with  immunity  from  State  taxation. — -  In  his  disssenting  opinion,  Mr. 
Justice  Brennan jjisputed  the  reliance  of  the  opinion  of  the  Court  on  the 
State  sovereignty  doctrine,  drawing  a^  distinction  between  Federal 
regulation  and  Federal  taxation  of  State  /unctions  and  stating  that 
"[t]hat  reliance  is  plainly  misplaced. "^-^' 


13,8/  Id.  at (852. 

139/  Id.  at  1853. 

140/  Id.  at  \55. 

141/  Id.  at  843,  n.  14. 

142/  Id.  at  863. 


In  response,  Mr,  Justice  Rehnquist,  in  a  footnote  to  his  opinion  for  the 
Court,  stated  that  the  "asserted  distinction,  however,  escapes  us. 
Surely  the  [Flederal  power  to  tax  is  no  less  a  delegated  power  than  is 
the  commerce  jpower....  Nor  can  characterizing  the  limitation  recognized 
upon  Federal  taxing  power  as  an  'implied  immunity1  obscure  the  fact  that 
this  '  immunity ■  is  derived  from  the  sovereignty  of  the  States  and  the 
concomitant  barriers  which  such  sovereignty  presents  to  otherwise 
plenary  [Pjederal  author! ty.*-^-'  v 

This  not^  indicates  a  willingness,  on  the  part  of  at  least  some  of  the 
justices,  to  generalize  State  sovereignty  limitations  on  the  power  of 
the  Congress  under  Article  I.  Further,  it  raises  the  question  addressed 
by  this  report:  does  the  same^sovereignty  which  demands  intergovernment- 
al tax  immunities  in  a  federal  system  car ryv with  it"  a  limit  on  the 
extent  to 'which  those  immunities  can  be  carried?  Clearly,  with  respect 
to  State  immunity,  there  are  limitations.  See  New  York  v.  United 
States,    supra,    and   United  States  v.  California,    297  U.S.    175  (1936). 

National  League  of  Cities  only  dealt  with  the  Congress'  exercise  of  its 
power  under  the  Commerce  Clause,  and  more  specifically,  only  with  one 
act  or  exercise  of  that  power — the  Fair  Labor  Standards  Act.  The  Court 
has  not  carried  the  reasoning  of  this  case  to  any  other  exercise  of 
congressional  authority.  The  Court  has  followed  National  League  of 
Cities  .Y44^wo  other  cases  dealing  with  the  same  Act  and  application 

thereof.  ^The  Court  has  specifically  refused  to  apply  the  National 

League  of  Cities  hold^jg  to  limit  the  power  of  the  Congress  under  the 

Fourteenth  Amendment.        It  has  also  held  the  case  does  not  apply  when 

the  Federal  Government  requires  a  State  to  pay  attorneys'  fees  on  behalf 
of  indigents  or ^provide  prison  libraries  as  part  of  prisoners'  access  to 
Federal  courts. — -  The  case  has  been  followed  by  some  courts  of  appeal 
in  holding  the  Fair  Labor  Standards  Act  did  not  apply  to  wages  paid  to 
prisoners  in  a  State'  and  the  Federal  courts  could  not  interfere  with 
integral  decisions  of  the  State  legislature.-^*' 

Applying  jhe  National  League  of  Cities  to  the  concept  of  exemption  of 
Federal  real  property  from  State  taxation  requires  that ,  exemption  be 
equated  with  taxation  or  relation.     Exemp&ion  from  State  taxation  is 


143/  Id.  at  843,)  n.14. 


Ill/  Indiana  v/  Usery,  4Z7  U.S.  909  (1976)    (No.  75-404),  cert,  granted, 
judgment  vacated,  and  case  remanded  for  further  consideration  in 
light  of  National  League  of  Cities  (426  U.S.  833  (1976H  Brennan  v. 
'State  ofJ  Indiana,  517  F.2d  1179  (7th  Cir.  1975). 

New  Jersery  v.  Usery,  427  U.S.  909   (1976)    (No.   75-532),  cert. 
granted judgment  vacated,  and  case  remanded  for  further  considera- 
tion in  light  of  National  League  of  Cities    (426  U.S.   833  (1976)) 
\     Dunlop  v,  state  of  New  Jersey,   522  F.2d  504   (3rd  Cir.  1975). 
145/  Monell  v.  N.Y..City  Dept.  of  Social  Services,  436-0*S.   658  (1978), 
1 46/   Bounds  Correction  Commissioner,  et  al.  y.  Smith,  et  al.,    430  U.S. 

817  (1977).  ' 
U7/  Wentworth  v,  Solem,   548  F.2d  773   (1977);  David  v.  Akers,   549  F.2d 


120  (1977). 
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the  result  of  the,  necessity  that  Federal  operations  be  free  from  the 
burdens  of  State  taxation.  In  order  to  apply^  tfce  National  League  of 
Clties  d°ctrine f  it  would  be  necessary  for  tzfte  Court  to  reason  that 
Federal  acquisition. of  real  property  so  burdefis  a  State  in  carrying  out 
its  functions  that  the  Federal  Government's  exercise  of  its  power  to 
exempt  from  taxation  violated  the  Tenth  Amendment.  It  is  important  to 
note  that  the  Federal  Government  acquires  property  for  various  reasons 
as  an  exercise  of  a  number  of  powers— as  an  ixercise  of  its  war  power, 
its  foreign  commerce  power,  and  its  taxing  power.  So  it  would  require  a 
balance  between  the  exercise  of  the  particular  Federal  power  and  the 
taxing  authority  reserved  to  the  States*.  Some  Federal  powers  are 
clearly  paramount  to  the  States'  exercise  of  its  functions,  for  example 
the  national  defense  power. 

In  his  concurring  opinion,  in  National  League  of  Cities,  Mr.  Justice 
Blackman  stated  that  his  concurrence  was  wittT  the  understanding  that  the 
Court's  opinion  adopts  a  balancing  approach  between  the  interests  of  the 
Federal  Government  and  those  of  the  States.-^' 

Moreover,  the  four  dissenters  were  of  the  opinion  that  the  balancing  of 
'  those  interests  ought  properly  to  take  place  i-n  the  "political  branches* 
of  the  Govefjj^nt  where  the  States  "are  fully  able  to  protect  their  own 

interests."  Indeed,  with   respect   to   tax   immunities,   theJrpurt  has 

stat'ed  that  it  is  a  matter  for  the  Congress,  not  the  courts.—' 

Before  such  a  question  would  reach  the  courts,  other  forces  within  the 
Federal  Government  would  more  likely  come  into  play  to  mitigate  the 
effect  of  Federal  burdens  on  cpjiTOnities^_Impact  Aid  is,  of  course,  the 
result  of  some  of  yiese  forces.  While  it  is  unlikely  that  court  fiat 
would  require  a  program  like  Impact  Aid,  the  Congress  has  the  power  to 
^nact  a  program  to  compensate  local  educational  agenciesr  for  losses  in 
tax  revenues  resulting ,from  Federal  tax*  immunity. 

Supreme  Court  decisions  do  npt  dictate  a>  program  like  Impact  Aid.  If 
regulations,  taxation,  and  exemption  are  essentially  the  same—inasmuch 
as  each  costs  localities  money— it  is  possible  to  analogize  from  them  to 
conclude  that  the  Impact  Aid  Program  is  warranted  on  legal,  as  well  as 
many  equitable  and  political,  grounds. 

E.  SCHOOL  FINANCE  AND  IMPACT  AID  -  * 

Research   into  school  finance   issues  for   the  purpose  of  studying  the 
Impact  Aid  Program  has  revealed  the  following  generalizations i 

(1)   Revenues  for  education  from  Federal  and  state  sources  have  in- 
creased. -  .  * 


148/  National  League  of  Cities,  426  U.S.  at  856. 
149/  Id.  at  876.  m 

J50/  Board  of  Commissioners^  v.  Seber,  318  U.S.  705,  718  {1943). 
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£2}  Reliance  on  local  taxation  of  re,al  property  f<st  education  revenues 
has  decreased  to  some  extent t  however,  property  taxes  still  comprise 
the  major  part  of  local  education  revenues. 

*  » 

(3)  Neither  of  these  trends  is  so  substantial  as  to  require'  a  depar- 
ture from  the  traditional'approach  of  impact  Aid*  , 

School  Finance  in  1950.  The  local  share  of  education  revenues  was  57.3 
percent  in  1^|j)t  the  State  share  was  39.8  percent;  the  Federal  share, 
2*3  percent.   Property  tax  revenues  provided 'approximately  98  per- 

cent of   fgg^l   education   revenues   and   60  pexceqt   of   total  education 

revenues.  >     School  finance  reform  movements  of  the  1920's  and  1930fs 

had  caused  an  increase  in  the  State  share  of  education  revenues?  .State 
aid" was  given  primarily  through  Minimum  Foundation  Programs. 

The^ American  economy  of  _J_95oSiad  been  stimulated  by  World  War  II. 
School  district  consolidation  had  been  proceeding  and  enrollments  were 
declining  since  the  1930's.  Only  after  1950  did  enrollment  return* to 
thj^  size*  it  was  in  1930.  Beginning  in  the  mid-1950fs,  several 'social 
an3  demographic  factors  pushed  for  school  finance  reform/  increased 
enrollment,  migration  from  rural  to  urban  and  suburban  areas,  decreasing 
usefulness  of  the  property  tax  base  as  a  measure  of  ability  to  pay 
taxes,  the  movement  for  aquality  in  educational  opportunity,  inflation, 
and  competition  for  scarce  local  resourc^^esulging  from  public  demand 
for  social  services  other  than  education.-^'  ^ 

School  Finance  Today.  The  proportion  of  school  revenues  supplied  by* the 
States  remained  relatively  constant  from  1956  until  1973,  when  .the  State 
share  grew  from  approximately  39  percent  of  total  revenues  to  nearly  41 
percent.  The  State  share  has  ^increased  each  year  since  1973;  it  is 
projected  that  48.1  percent  of  tjjtal  school  revenues  will  come  from  the 
State  in  1979-80.  The  local  share  hovered  around  57  percent  of  total 
education  revenues  between  1950  and  1956,  when  it  began  a  slow,  steady 
descent  expected  to  reach  42.5  percent  of  total  revenues  in  1979-80. 
The  Federal  share  of  education  revenues  has  more  than  tripled  since  1950 
and  is  expected  to  reach  9.3  percent  in  1979-80.^=1' 

Impact  Aid  is  based  on  the  assumption  that  Federal  ownership  of  land  is 
a  local  burden.  Thus  the  measure  m  Impact  Aid  per  child  is  the  local 
contribution  per  child.  t  There  is  evidence  that  States  are  paying  an 
increasingly  larger  share  of  the  cost  of  education.  J  To  tha  extent j that 

JI5T/  National  center  for  Education  Statistics,  Digest  of  Education 
Statistics  1979,  at  71  (1979).   

152/  E.  McLoone,  Effects  of  Tax  Elasticities  on  the  Support  of  Education 
(1961)  (unpublished  Doctoral  thesis  in  University  of  Illinois 
Library) . 

,253/  National  Center  for  Education  Statistics,  The  Condition  of  Educa- 
tion 144  (1976).   

V54/  National  Education  Association,  Estimates  of  School  Statistics 
1979-80  (1980).   
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States  finance'  education,  Federal  ownership  of  land  is  not  a  ^local 
burden  warranting  payments  to  local  educational  agencies.  Localities 
continue  to  pay,  on  the  average,  a  substantial  portion  of  the  cost  of 
education.  Tax-exempt  Federal  property,  therefore,  continues  to  be  a 
burden  in  that  the  local  sha^e  of  education  is  derived  substantially 
from  local  property  taxes. 

» 

Although  property  tax  revenues  have  become  less  important  in  financing 
public  education  fran  all  levels  of  government  since  1950,  decreasing 
from  approximately  60  percent  to  43.1  percent  in  1977,  ltcal  educational 
agencies  continue  jto  rely  heavily  on  them  for  local  revenues.  Local 
education  revenues  from  property  taxes  decreased  only  from  approximately 
98  percent  in  1950  to  90.2  percent  in  1 966-77. -22/ln  addition,  the 
majority  of  those  property  tax  revenues  continue  to  come,  as  they  did  in 
1950,  from  taxes  on  residential  and  commercial  property.  Recent  data  on 
education  revenues  from  the  property  tax  nationwide  by  source  has  indi- 
cated that  49  percent  tomes  from  residential  property  and  36  percent 
comes  from  commercial  and  industrial  property  with  the  balance  com- 
ing from  public  utilities  (nine  percent)  and  farm  properties  (six 
percent)  •-^/ 

Differences  in  the  amount  of  Impact  Aid  payments  on  the  basis  of  J?A* 
versus  *B*  student's  have  been  based  traditionally  on  the  noti€tti#*that 
residential  and  commercial  property  each  .provide  half  of,  education 
revenues.  Whxle  the  percentage  of  property  tax  revenues  coming  from 
residential  property  ranges  from  26.6  percent  in  North  Dakota  to  62.2 
percent  in  Hawaii,  half  of  the  States  are  within  6.5  percentage  points 
x>f  the  average  percentage,  which  is  46.7  percent .-^'in  34  of  the  States 
the  percentage  of  property  tax  revenues  from  residential  sources  is 
within  ten  percentage  pointy  of  50  percent. 

In  31  States  and  the  District  of  Columbia,  residential  property  taxes 
comprise  less  than  50  percent  of  total  tax  revenues.  This  means  that 
districts  in  those  States,  on  the  average,  lose  less  than  half  their  tax 
revenues  because  of  children  living  on  Federal  property  with  parents 
working  in*  the  private  sector  (live-on  "B's")...  Thus  in  the  case  of 
•live-on  ,B's,1*  the  50/50  assumption  results  in  an  overcompensation  to 
^districts.  Similarly,  there  is  undercompensation  with  regard  to 
"work-on  'B's.1* 


J_55/  National  Center  for  Education  Statistics,  Revenues  and'  Expenditures 
for> Public  Blementary  and  Secondary  Education  1976-77,  at  13 
(1970).  4  

156/  m 

D.K.  Halstead  a  H.K%  Weldon,  National  Institute  of  Education,  DHEW, 
Tax  Wealth  in  Fifty  States,  1977  Supplement  164-171  (1979). 
Bureau  of  the  Censps,  U.S.  Department  of  Commerce,  Taxable  Property 
Values  and  Assessment/Sales  Price  Ratio/1977  Census  of  Government 
41  (1978).  

J_57/  D.K^JIalstead-0^Tlfr*Weldon,  National  Institute  of  Education,  DHEW, 
Tax  Wealth  in  Fifty  States,  1977  Supplement  162-171  "(1979). 
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In  J9  States,  residential^proper-ty  taxes  comprise-  more  than  50  percent 
of  total  tax  revenues,  m  these  -States,  the  50/50  assumption  means  that 
local  educational  agencies  are  undercompensated  for  the  tax  loss  attrib- 
utable to  "live-on  'B's'"  and  overcompens.ated  for  th*e  tax  loss  attribut- 
able to  "work-on  'B's.'"  * 

Any  over-  or  undercompensation  for  one  or  the  other  of  residential  or 
commercial  property  tax  loss  is  cancelled  when  districts  receive  compen- 
sation on  the  basis  of  "A"  students  and  receive  all  of  the*local  cost  of 
educating  those  students. -1=2/ 

In  1950,  the  State  'contribution  to  public  school  funding  in  most  States 
was  minor;  localities  paid  nearly  60  .percent  of  the,  cost.  'Based  on 
that,,  the  1950  statute  creating  Impact  Aid  computed  the  amount  of  Impact 
Aid.  a  local  educational  agency  should  receive  for  its  school  districts 
using  an  amount  it  was  assumed  the  locality  would  have  contributed  -to 
educate  a  federally-connected  child.  That  provision  of  the  statute  has 
not  changed  since  1950.  .Some  have  pointed  out  that  the  State  contribu- 
tion to  public  school  faftding  hag  increased  since  1950  and  that  policy 
under  impact  Aid  of  compensating  local  educational  agencies  using  an 
amount  based  on  local  contribution  should  be  reconsidered  in  light  of 
that  increase.  'Analysis  of  trends  in  Federal,  State,  and  local  shares 
of  the  cost  of  public  education  has  addressed  the  significance  of  those 
changes  for.  Impact  Aid  and  points  to  the  conclusion  that  the  change  in 
the  State  share  of  public  education  revenues  has  not  increased  a  signif- 
icant enough  degree'  since  1950  to  warrant  a  fundamental  change  in  the 
approach  of  Impact  Aid  to  compensation.  That  conclusion  does  not  mean, 
however,  that  "local  contribution  rate,"  the  technical  measure  of 
compensation  as  set  out  in  Public  Law  874,  does  not  require  reevaluation 
in  light  of  the  financing  trends' discussed  in  this  section. 

F.  IMPACT  AID  UNDER  THE  FEDERAL  SYSTEM  * 

Not  only  does  the  Federal  Government  deprive  local  educational  agencies 
of  revenue  when  it  exempts  property  from  taxation,  but  it  imposes  a  cost 
on  schools  when  children  living  on  Federal  land  or  living  with  parents 
working  on  Federal  land  must  be  educated  in  the  local  schpols. 

Except  in  cases  where  real  property\s  within  the  exclusive  jurisdiction 
of  the  United  States,  children  residing  on  federal  property  or  with 
parents* employed  on  Federal  property  ar^ usually  citizens  of  the  State 
where  they  reside.  They  have,  under  tht  Constitution,  the  same  rights 
as  all  other  citizens  similarly  situated.  Their  mere  presence  brings 
with  it  obligations  on  the  States  and  their  local  educational  agencies, 
without  regard  fqr  the  reason  for  their  presence.  Among  their  rights  is 
that  to  a  free  public  education.  *  % 


J58/  This  is  true  to  ttfe  extent  that  100  percent  of  education,  revenues 
comes  from  property  taxes.  /* 


The  Fourteenth  Amendment  tSthe  Constitution,*  provides:  *  All  persbns  born 
or  naturalized  in  the  United  States  ah4  suttjec't  to  the  .jurisdietj^" 
thereof ,  are  Citizens  of  the  United  States  .and* of  the  'State  wherein. they 
reside.  No  State  shall, ..deny  to  any  person  within  its  jurisdiction  the  - 
equal .protection  of  the  laws,"  Were  a  State  W'  refuse  to  educate 
federally-connected  children  in  a  manner  similar*  .to  th'^t  fn  which'  ^on- 
federally-dbnnected  children  are  educated,  that  actipn  would  most  likely 
be  considered  unlawful  discrimination"  under  the  Fourteenth  'ftmendraerit. 

If  a  court  scrutinizing  the  refusal  of  a  State  to  educate  federally- 
connected  children  decided  that  a  fed(Brally-connectp4  ^^tfld's  .interest 
in  receiving  an  education^  similar  to  that  received  by  honfederally- 
connected  children  is  a  fundamental  interest,  the  State  woul»d  have  to 
shois  that  refusing  to  educate  federally-connected  children  is  necessary 
to  satisfy  a  compelling  state  interest.  If  a  court  decided,  on  the 
other  hand,  that  federally-connected  children  do  not  have  a  fundamental 
interest  in  receiving  a  public  education  similar  to  that  received  by 
nonfederally-connected  children,  the  State  would  still  have  to  show  it 
had  a  rational  basis  for  refusing  to  educatfe  federally-connected  chil- 
dren.   It  is  unlikely  a  State  could  meet .either  test. 

The  States  ha^e  devised  laws  both  for  the  education  of  children  at 
public  expense  and  for  raising  the  revenues  necessary  to  provide  that 
education.  Presumably  those  laws  are  designed  to  work  together  so  that 
the  revenues  raised  are  adequate  to  support  the  operation  of  schools  to 
provide  that  education.  If  the  tax-exempt  status  of  Federal'  property 
prevents  localities  and-  States  from  raising  the  revenues  necessary  to 
provide  a  free  public  education  for  federally-connected  children,  it 
impairs  the  operations  of  those  laws.  It  thereby  burdens  taxpayers  by 
requiring  that  more  revenues  be  raised  from  a  tax  base  diminished  by  the 
Federal  Governments  presence.  It  follows  that  the  Feder ^Government 
has  a  responsibility  for  mitigating  the  effects  of  its  presence, 

G,  MITIGATING  THE  ADVERSE  EFFECTS  OF  FEDERAL  ACTIVITIES  ON  LOCAL  / 
EDUCATIONAL  AGENCIES  / 

Federal  immunity  from' State  and  local  taxation,  combine^  *uth  the,  cost 
of  providing  education  for  federally-connected  children,  places  a 
financial  burden,  on  local  educational*  agencies  which  varife€  with  the 
amount  of  property  exempted  from  taxation  and  the  number  of  federally- 
connected,  children,  If  the  childrUP  served  by  a  local  educational 
agency  adversely  affected  by  Federal  act ivi ties . are  to  Receive  an 
adequate  level  of  education,^  the  cost  of  that  adverse  effect — the 
Federal  burden— must  be  borne  by  somebody,  at  some  level  of  government'. 

How  might  the  Federal  Government  mitigate  the  effects^of  its  presence  by 
compensating  localities  or  States  for  *the  burdens  its  presence  imposes? 
The  authors  of  Public  Law  874  intended  that,  to  the  extent  possible,  the 
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Fedf      government  was  to  be'  treated  as**  a  private  owner  .of  real  proper- 
ty.—— i 
*  *  i  » 

It  is  argued  that  the  Federal  Government  alreiSy  mitigates  the  adverse 
economic  effects  of  its  presence  in  localities  because  economic  benefits 
are  corfferrsdjtfien  the  Federal  Government  injects  money  into  the  local 
economy,    increasing   revenues  available  to  local  educational  agencies. 

These  benefits,  however,^, are  not  only  difficult  to  measure  but  vary 
among  localities.  Furthermore,  the  benefits  to  local  educational 
agencies  of  increased  revenues  from  income"  and  sales  taxes  vary  among 
the  States  according  to  State  laws.  Effects  at  the  State  level  do  not 
lend  ttenselves  tq  precise  measurement.  *■ 

The  relevance  of  economic  benefits  the  Federal  Government  may  confer  bn 
a  locality  depends,  at  least  in  part,  on  the  degree* fcc^ which  the  Federal 
Government  should  be  treated  as  private  landowners  and  users  |fre  treated 
in  a  locality.  m       K  *  ^ 

Even  though  the  Commission  has  made  a  major  effort  to  determine,  with 
some  precision,  the  effect  of  Federal  activities  on  the  fiscal  capacity 
of  local  educational  agencies,  the  Commission  has  found  that  the -econom- 
ic benefits  of  Federal  activities  with  respect  to  Federal  'property  has 
little  if  any  relevance  to  any  obligations  which  may  .afj.de  from  its 
ownership  of  real  property.  In  the  private  sector,  the  ec^omic  benefi€ 
a  comnumity  may  derive  from  the  use  of  private  property  does=?not  act  ~to 
"relieve  the  owner  of  that  property  from  an  obligation  to  pay  a  tax  on 
tha%  property.  '  . «        .  '  q  ^ 

The  Commission,  in  its  effort  to  determine  the  extent  to  which  the 
economic  benefits  which  may  accrue  from  ^federal  activities-are  available 
to' local  educational  agencies,  found  that  even  though  the  original  law 
authorizing  the  Impact  Aid  Program  required,  that,  undei|  section  2  of 
that  law,  there  be  determinations  about  the-fiscal  benefits  <*£  Federal 
activities  to  lo<Jal  educational  agencies,  no  means  for  making  those 
determinations  had  been  devised.  »  *  \ 

A  method  for  making  such  determinations  on  a  case-by-case  ba^is  has  been 
devised  by  the  Commission  and  has  been  tested  in  a  small  number  of 
school  districts.  A  report  oh  this  study^ls  set  out  in  the  next  section 
of  this  chapter.  *  \ 

«*  * 

No  evidence  found  by,  or  placed  before,  the  Commission  thus  far  indi- 
cates that  there  are  net  fiscal  benefits  to  'local  educational  agencies 
resulting  from  Fe'deral  activities. 


159/  ff.R.  Rep.  No.  2287,  81st  Cong.,  2d  Sess.  1  (19501. 
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Changes  ij>  the  Laws  of  the  states.  Were  the  evidence  " to  : show  tKat  the 
economic  benefits  **of  Federal  activities  on  local  educational  agencies 
compensate  for  the\post  of  Federal  activities, _a  case  coy}.d  be  inade  that 
the  Federal  Government  pays  for  ttfe  cost,  of  its4  activities.*  However, 
this  is  not  the  case.  Empirical  evidence  fceforfe  the 'Cbimfiission  Indi- 
cates that  Federal  activities  result  in  a  #et  economic  burden  and  that 
the  magnitude  ?  of  the  bur  den  *  is  commensurate  With .  -th#e  "  entitlements  of 
local  educational  agencies  under  section  3  of  Public  Law  874,  except 
where  State  aid  to  local  educational  agencies  is  greater  than  the 
national  average— ;n  which  cases,  the  States  %re  compensating  local 
educational  agencies  for'the  Federid.' burden.  "  s  " 

i     /  ■  ■*    '  V •  .   /  '  • 

^This  naturally  raises  the  question  of  whether  the  -States  jrecehot  a  net 
economic  benefit  from  Federal  activities  and,  if  th^y  do  so,  whether  the 
States  might  not  be  expected  to  compensates  local  educational  agencies 
for  the  burden  placed  upon  them  by  thos-e, activities.  The  Commission  has 
no  evidence  withv  respect  to  net  economic  benefits  to  the  Spates,  froi£ 
Federal  activities,  and  such  evidence  could  not  be  h^d  without  conduct- 
ing statewide  economic  impact  stijdies  similar  to  those  conducted  for 
local,  educational  agencies.  These  studies  were  beyond  the  resources  of 
the  Commission  and  were  not  conducted.  Even  "if  such  studies  pf  abided 
evidence  that  Federal  activities  conferred  ^net  economic  benefit  on  the 
States,  a  question  of  relevancy  could  be  raised:  are  the.  economic 
effects  of  Federal^  activities"  relevant  to  how,  the -States  finance  public 
.education,  and  should  the  Federal  Government  make  policy  based  upon  a 
relationship  between  the  benefits  accruing  from  its  activities  and  their 
potential  effect  on  school  finance?  If  rso,  it  would  seem  that  a  dbuble 
•vidlertce  to  the  federal* system  of  government  would  be  the  result.  Not 
orto»  wou^d  the  Federal  Government  adversely  affect  local  governments' 
ability ^  to  finance  themselves,  but  it  would,  either  "directly  or  indi- 
rectly, dictate  to  the  States  ■  the  *  means  by  which  they,  finance  their 
schools  and  the  relationship  between  th$  States  and  their  subdivisions. 

T)>e  Commission*  considered  this  question  and  determined^  that  .even. if  the 
econom^^  benefits  of  federal  activities .  were1  relevant  to  the  school 
firjancl^kaws  'of  the  States,  %*th<*  relationship  between  ihe  States  and 
their*  subdivisions  is  solel^* vithin  the  prerogatives  of  the  States,  that 
such  relationship  is  not  properly  addressed  by  this  Commission?  and  that 
the  Federal  Government  ou^ht  to  be  neutral,  on  issues  v-whigh,  affect  that 
relationstflp.  '  \ 

To  ,do  otherwise  w9Uid  be  to-open  questions  not  'within  the  mandate  of 
*this  Commission  and  not  .answerable  by,  thia' Commission  with  the  resources 
available  to  rt.«  /This  Commission  cou^  not  properly  recommend  'to  the' 
State  o^New  Hampshire  that  it  have  an  income  tax  or  that  it  have  a 
gEeater/stifee  "fchare  of  the*  cost  of^  education?  This  report *is  submitted 
td  ^tx^Preiident  arid  the  Congress  of  the  United  States  with  recommenda- 
tions for>Wjfe  Federal  Government  to  act  ugptf.  Since  Jthe  Federal  Govern- 
ment can  not  tell  Kew  Hampshiujl"hUv7**to  tax  its  citizens  or  how  to 
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finance  its  schools,  recamhendations  by,  this  ;Comraissidn  to  that  effect 
*    wouid  be  useless,  *  " 

i;;  The  State's  are  changing  their  school  finance  laws  without*  Federal 
interferen.ce,  Thsre  appears  to  be  a  trend  toward  equalization  of 
expenditures  &nong  local  educational  agencies  within  the  States,  toward 
greater  State  aid  to  local  educational  agencies,  and  toward  less  reli- 
ance  on  real  property  taicgs  for  revenue  to  support  the  totaJ.  cost  of 
public  education*,  This  Commi%ion  has  no  views  with  respect  to  that 
.frend.  ^  Respecting  the'  laws  of  the  States,  however,  the  Commission 
wishes  Vot    to   make  Atecoramehdations   which   would   inhibit   that  trend. 

Other   changed  in  State   laws  could   take  place  which  would  affect  the 

*  Federal' Government  and"  the  Impact  *  Aid  Program.  If  the  States  were  to 
^     cede  to.  the  Federal  Qaverrjment  exclusive  jurisdiction  over  all  Federal 

property  within'their  boundaries  and  to*  persuade  the  Congress' t5  qhange 
40  U.S.C,  255  to  require  acceptance  of  that  jurisdiction,  the  States 
could  effectively  require  the  Federal  Government  to  pay  the  full  cost  of 
education  for  children  residing  on  that  property.  In  ac^ition,  the 
States  could  impose  an  occupation  tax  on  all  Aeir  residents  and  giv^an 
indirect  crredit^on  that  tax  for  persons  employed  within  their  jurisdic- 
tions—thus shifting  the  cost  of  educating  chilSren  whose  parents  are 
employed  on  property  within  the  Federal  jurisdiction  to, those  parents 
and,  indirectly,  ,to  the  Federal  Government.*  The  .result  could  be  a 
na|ipnwide  system  of  federally-operated  schools  similar  to  that  now 
supported  undeiL  section  6  of  Public  Law  874.  The, Commission  does  not 
make  recommendations  to  this  effect,  even  though  stfeh  recommendations 
would  probably  be  more  nearly  within  its  mandate  than  those  affecting 
the  school  finance  laws  of  the  States. 

Requiring  That  Ail  Federal  Agencies  ?ky  the  Full  Cosft  of  Their  Aotivi- 
ties,  the  full  .cpst  of  all  the  activities  of  Federal  agencies  does  -not 
appear,  in  the  Budget  of  the  United  States.  fThe  Budget  o.nly  shows 
anticipated  new  obligations'  authority  arid  expected  outlays  in  Federal 
funds  for  Federal  a^hcies.  It  does  not  include  estimates  wittr  respect 
to  expenses  incurred  by  State  and , lopal  governments  in  support  of  the 
activities  of  those  agencies  in  the  form  of  sewers,  police  and  fite 
protection,  traffic  safety,  highway  and  street  maintenance/  health 
services,  and  eduction.  Ye^  these  local  services  are  rendered  to.  the 
Federal  Government  £^  the  sam|  manner  as  if  the  Federal  Government  wr<*re 
t.    a  private  organization,  paying  .local  taxes.    No  estimates  are  available 

with  respect  to  the  cost  of  these  activities; 

*  ,  *  -  *  r 

-  -  5  *   *  .  * 

p    When  a  military  installation  is  proposed,   the  cost ,  estimate's  and  th^ 
cost/benefit  ratios  are  calculated  with  respect  to  the  Federal  Govern- 
ment.   There  is  no  evidence  that  major  consideration  is  given" to  whether 
M   the  local  governments  in'the  area  affected  l?y  such  a  proposed  facility 
are  able  to  provide  the  continuing  local  services  made  necessary' by  that  ' 
^facility.  * 


*  * 

1 5  / 
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At  the  same  time,  estimated  costs  do  include  those  arising  from  utili- 
ties—electricity, telephones,  and  gas,  presumably  because  utilities  are 
generally  privately  owned  and  the  use  of  their  services  without  compen- 
sation would  constitute  an  unconstitutional  taking  of  property  without 
just  compensation.*  Local  governments  are  not  so  protected—yet  local 
taxpayers  are  paying  the  costs,  frequently  without  just  compensation. 
Would  the  situation  be  different  ,if  either  the  utilities  were  publicly 
owned  or  the  local  services  were  provided  by  privately  owned  organiza- 
tions? 

\ 

The  Commission  gav£  more  th**-  passing  consideration  to  the  idea  that  an 
agency,  such  as  the  Department  of  Defense,*  should  provide  for  the 
education  of  the  children  of  its' employee's  and  that  o€/children  residing 
on  i.ts  property  from  that  Department's  budget,  rather  than  from  that  of 
the  Education  Department  and  that  paymentS^for  the  cost  of  education  so 
provided  should  be  arranged  by  local  base , coiimianders.  Similar  arrange- 
ments are  now  made  in  some  localities  for  police  protection  and  some 
other  public  services.  Outside  the  United  SfcStes,  the  Departmeat  of 
Defense  does  provide  for  t**e  education  of  military  dependents,  and, 
prior  to  .1950,  there  were  a  number  of  small  programs  for  the  education 
of  military  dependents  in  the  United  States.  Public  Law  874  even  now 
has  vestiges  of  this  old  policy,  A  return  to  those  early  years  is  not 
recommended.  It  is  worth  speculating,  however,  whether  there  would  be 
opposition  by  the  Education  Department  to* Impact  Aid  if  the  cost  of  the 
program- were -to  be  estimated  in  the- -budget  -of.  other-  Federal  ^agencies. 

Consent  to  State  Taxation  or  Jn-Lieu  of  Taxes  Payments.  The  Congress 
could  fulfill  the  obligation  arising  f rom-  Federal  ownership  and  use  of 
land  by  consenting  to  Stateyand  local  taxation.  Difficulties  with 
assessment  practices,  the  setting  of  tax  rates,  and  collecting  those 
taxes  probably  preclude  that  policy.  Over  the  past  30  years,  however,  a 
number  of  alternatives  to  consent  have  been  considered:  in-lieu  of  taxes 
payment*sihave  been  author  i  zed  *f  or  some  kinds  of  Federal  activities*  the 
Advisory^ommissi6n  on  Intergovernmental  Relations,  *  after  a  year  of 
study,  has  endorsed  a  comprehensive  in-lieu  of -taxes  payments  program 
and  has  encouraged  its  .adoption  by  the  Congress.-^'  (  *  . 

Proposals  to  make  'in-lieu  of  taxes** payments  to  local  educational-  agen- 
cies were  considered  prior  to  the  enactment  of  Public  Law  874  Ind  have 
been  restudied  on  several' occasions.  .The  Battelle  Report  considered  the 
question  and  rejected  the  proposition.  The  Commission  agrees  with  the 
Battelle  conclusibn  and  determined  that  further  study  of  the  issue  was 

J_60/  R.D.  Ebel  &  J.E.  Towles,  Advisory  Copnissflon  on  Intergovernmental 
^  Relations,    Federal  .Payments  In-Lieu  of  Local  Property  Tax  Payments 

(1980).      ~  :  .  — *  *  
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^    not  merited  at  this  time.J-^/ 


161/  The  Battelle  study  stated,  in  part: 

The  option, in  reflat^on^to  other  evaluation  criteria 

^  Payments,  in  lieu,  of  taxes  have  some  appeal  in  terms  of  # 
federalism.  That  appeal  is  that,  if  each  Icgel  of  govern- 
ment pays  taxes  to  others,  ti5  level  of  gl^grnment  can 
^  effectively  derjy'the  revenue  sources  of  another.  On  the 
othfer  hand,*  as  "the^power  to  tax  is  the  power  to  destroy,* 
intergovernmental  tax  immunities  have  lorjg  been  cherished  " 
in  th<?  United  States/  '        "  _ 

*  < 

The  economic  rationality  of  payments  *in  lieu  of  taxes 
can  be  argued  from  a  number  of  perspectives.     From  the 
perspective  -of  resource .allocation  to  and  within  the 
Federal  sector,  payment  of  taxes  removes  some  of  the  bias 
against   doing   things   through   private  enterprise  (whose 
prices    includes    taxes')    rather    than   government  agencies 
(whose  prices  do  not  include  local  taxes-).     However,  for 
the  Federal  Government  *td  begin  to  pay  property  taxes  must 
be  judged  as  an  extension  of  the  revenue-raising  potential 
.and,  thus,   inequities  Inherent  in  a -tax  that  is" probably 
'     already,  inequitable  at  a  single  rate,  and  is  clearly 
.    .     inequitable  when  applied  at  hundreds  of  different  rates  by* 
-    hundreds  of  school  districts  throughout  a  single  State, 

Payments  in  lieu  of  taxes  would  unquestionably  be 
expensive,  particularly  if  the  concept  were  extended  to 
municipal,  sewer  district,  county,  library  district,  and 
similar  property  tax  levies.,  ,lt  is  doubtful  that  payments 
in  lietf  of  taxes  would  be  as  good  a  device  for-  fiscal 
equalization  as  o-tiver  alternatives,  s*ich  as  revenue 
sharing,  available.  It  is  also  doubtful  that  payments  iti 
lieu  o£  taxes  represent  'the  most  productive  utilization  of 
Federal  dollars  for  elementary  and  secondary  educatioij. 
Thus,   in  terms  of  cost  sand  education  effectiveness,  in- 

*    %  lieu  payments  are  not  attractive. 

tt. 

T^NgfS  '  .  •  ^   '        .    /  - 

'•*^£el£e  Memorial  Institute,  9 lit  Cong.,  2&  Sess.,  School  Aagis»t- 
anctf-Tfa  Federally  Affected  h/easi  A  Study  o£  Public  Laws  81-874  and 
81-815,  House  Committee  on  Educatiort  and  Labor  42  (197Q)". 

•  "        ?  ,  / 
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B.  SUMMARY 

A  review  of  the  eyidenpe  regarding  the  necessity  for  continuing  the 
Impact  Aid  Program  reveals  that  the  program  was  originally  authorized  as 
a  mfens  of  mitigating  the  adverse  effects  of  Federal  activities  on  the 
financial  ability  of  local  educational  agencies  to  cacr^  out  their  „ 
functions — to  compensate  them  for  the  burden  placed  upon  them  by  Federal 
immunity  from  State  and  local  taxation  and  by  educating  federally- 
connected  children* 

« 

The  program  was  designed  to  operate  and  does  operate  under  the%aws  of 
the  States  regarding  the  financing  and  governance  of  local  educational 
agencies.  The  program  carries  with  it  no  Federal  education  policy;  in 
fact,  it  is  intended  to  preserve  local  control  ovfer  education  by  compen- 
sating them  for  local  revenues,  without  which  thos^  agencies  would 
become  more  dependent  upon  the  State  and  commerisurately  less  subject  to 
local  control*'     „  \ 

JBvidence  against  the  Impact  Aid  Program  was  presented  by  the  Education 
Department  as  follows: 


(a)  the  Impact  Aid  Program  overpays  local  educational  age?iCb»6,  in 
that  entitlements  are  greater  than  the  financial  burden  placed  upon 
them  by  Federal  activities; 

{b)  in  most  instances  the  economic  benefits  of  Federal  activities  to 
localities  compensate  for  the  burden  placed  upoi)  them  by  those  activi- 
ties; ^ 

(c)  if  those  benefits ^are  not  available  to  local  educational  agencies, 
it  is  the  result  of  iheffective  State  and  looal  educational  financing 
systems; 

(d)  the  Government  must  take  budgetary  constraints  .into  consideration 
and  set  gtforities  among  education  programs  on  the  basis  of  those1 
constraints;  and 

(e)  other  education  programs  have  a  higher  priority  with  the  Education 
Department  than  that  given  to  Impact  Aid. 

The  adequacy  of  the  school  ^finance  laws,  budgetary  constraints,  and 
priorities  in  funding  among  education  programs  are  subjedts  not,  placed 
within  the  scope  of  the^ mandate  given  the  Commission  by  the  Congress. 

Regarding  the .  statements  made  that  the  entitlements  overcompensate  for 
federal  burden  and  the  economic  benefits ^rom  Federal  activities,  the 
Commission  conducted  hearings  ai\d  research  to  determine  their  validity. 
The  original  premises  upon  which  the  program  wa^  based  were  examined: 

(1)  that  Federai  immunity  from  State  and  local  taxation  deprives  local 
educational  agencies  of  necessary  revenues; 


1* 
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(2)  that,  under  the  £aws  of  the  States,*  the  owners  and  users  of  real 
property  have  an  obligatidn  to  support  public  education;  and 

(J3)  that  the  Federal  Government  should  assist  loca.l  educational 
agencies    in    providing    education    for    federally-connected  children. 

The  law  regarding  Federal  immunity  from  State  and  local  taxation,  under 
the  Supremacy  Clause  of  the  Constitution,  has  been  reviewed  and,  even 
though  finer  distinctions  have  been  drawn,  allowing  more  taxation  or 
private  interests  in  Federal  property,  the  doctrine  of  immunity  still 
stands ^and  deprives  local  educational  agencies  of  revenues.  A  factor  in 
limiting  the  broad  coverage  of  that  doctrine  has  been  a  recognition,  on 
the  part^of  the  courts,  that  Federal"  immunity  must  be  balanced  against 
the  need  of  local .  governments  for  revenues.  Even  though  there  is^a. 
considerable  body  of  opinion  that  such  balancing  should  be  carried  out 
through  the  political  branches  of  the  Government,  the  Supreme  Court  has 
recently  decided,  that  it  can  limit  the- power  of  the  Federal  Government 
when  the  federal  system  of  government  is  threatened  by  the  exercise  of 
otherwise  valid  powers  of  the  National  Government. 

There  have  been*  significant  changes  in  State  laws  "regarding  school 
finance^  with  a  trend  toward  a  greater  share  of/the  cost  of  education 
and  less  reliance  upon  real  property  taxes  for  the  support  of  education. 
These  changes,  however,  have  not  been  so  substantial  as  to  change  great- 
ly -the  patterns  in  school  finance  into  which  Impact  Aid  was  designed 
fit  or  as  to  merit  substantial*  alteration  of  the  program  as  it  relates 
to  the  financing  of  public  schools. 

*5he  Federal  Government  lias  a  long-standing  interest  in  the  education  of 
federally-connected  children  and"  has,  over  the  'years,  recognized  an 
obligation  for  their  education*.  On  the  basis  of  that  interest  and 
obligation,  the  Federal  Government  should  assist  Zocal  governments  which 
providfe  education  for  those  children,  in  that  tne ,cost  of  their  educa- 
tion constitutes  a  burden  on  those  local 'educational  agencies. 

l  : 
There  is  no  evidence  to  support  the  assumptiorf  that  there  are  net  fiscal 

benefits  to  local  educational  agencies  arising  from  Federal  activities? 

and,,   in  the  case  studies  conducted  by  the  Commission,  the  net  fiscal 

burden  is  generally  commensurate  with  the  amounts  to  which  the  loca^l 

educational  agencies  studied  are  entitled  under  section  3  ^of  Public  Law% 

874.  •  ,  <- 

From  this  eviden6e  the  Commission  has  Hl&cluded  that  under  ^he°  federal 
system  of*  government,  there  is  an  obligation  on  the  part  6f  the  Federal 
Government  to  mitigate  the  adverse  effects  of  Federal  activities  on 
local  educational  agencies  and  tha£,  even  though  other  means  of  doing  so 
may  be  possible,  a  program  similartt^-that  authorized  by  Public  law  874 
is  necessary.  > 

For  these  reasons  the  Commission  recommends  that  the  Impapt  Aid  Program 
be  continued.  «.  ** 


>  \ 

*  — — . 
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It,  SHOULD  THERE  BE  BASIC  CHANGES  IN  THE  IMPACT  AID  PROGRAM? 

* 

During  the  thirty  years  since  the  Impact  Aid  Program  was  first  author- 
ized circumstances  have  changed  which  require  modifications  and  refine- 
ments in  the  program.  Most  significant  of  these  are  (1)  the  implicit 
development  within  the  Public  Law  874  concept' of  providing  an^ adequate 
level  of  education  for  federally-connected  children, . and  (2)  the  devel- 
opment of  analytical  techniques  in  the  -f  ield  of  economics  which'  make 
possible  the  measifceraent  of  the  burden  plafced  upon  local  educational 
agencies  by  Federal^activities.  With  respect  to  these  issues  recommen- 
dations are  made, 

A.  ADEQUATE  LEVEL  OF  EDUCATION  FOR  FEDERALLY-CONNECTED  CHILDREN 

Beginning  in  1953  and  continuing  Over  the  course  of  the  fallowing  14 
years,  thfe  Congress  amended  Public  Law  874  in  order  to  alter  the  method 
for  computing  the  amounts  to  which  local  educational  agencies  are 
entitled  thereunder  by,  establishing  rainirauras  in  the  Jocal  contribution 
rate* and  increasing  those  rainiraums.  The  legislative  history  of  those 
amendments  indicates  that  there  was  a  concern  for  the  adequacy  of  the 
level  of  education  for  federally-connected  chitfren  and  a  senses  of 
obligation  to  provide  them  with  an  adequate  level  of  education,  regard- 
less of  where  they  went  to  school. 

This  concern  has  been  found  applicable  both" to  children  who  reside  on 
tax-exempt  property  and  to  those  whose  parents  are  employed  on  such 
property.  With  respect  to  the  former,  the" provisions  of  'section  6  of 
Public  Law '874  are  an  oblivious  expression  of  that  concern.  With 
respect  to  the  latter,  a  parallel  can  be^drawn  between  the  Federal 
Government  as  an  employer,  and  private_employees  who  are  concerned  about 
the  schools  fdr  the  children  of  their  employees, 

Not  only  does  the  Federal  Government  have  an  obligation  with  respect  to 
a  fiscal  b^den  on  local  educational  agencies  resulting  from  tax  immuni- 
ties, but,*lh*  a t matter  of  sound  public  policy,  it  must  make  an  effort  to 
provide  its  employees  with  some  assurance  tfcat,  whenever  they  work  for 
the  Government,  their  -children  can  have  at  least  a  minimum  level  of- 
education.  - 

Even  though  there  is  no  explicit  statement  in  the  law  expressing  the 
concept  of  adequate  l£Vel  of  education,  the  effect  of  the*  amendments, 
which  established  and  increased ^niniraura  local  contribution  rates,  was  to 
increase  payments  for  local  educational  agencies  having  per-pupil 
expenditures  of  less  than  the  average  of  such  expenditures  in  the  Stfetes 
in  which  they  were  located  and  for  local  educational  agencies  in  SEates 
having,  average  per-pupil  expenditures  of  less  than  the  national  average 
of  such  expenditures.     These  amendments  represented  a  movement  toward 
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providin^6jtn  adequate  level  of  ed3S^4gn  for  federally-connected 
children.  

This  movement  was  reinforced  in  1974  and  1978  by  amendments  which  set 
locaj.  contribution  rates  in  excess  of  100  percent  with  respect  to 
certain  federally-connected  children  for  whom  the  cost  of  education  was 
obviously  greater  than  the  average:tffor  handicapped  military  dependents 
the  rate  was  set,  in  1*974, ,  at  150  pergent  of  the  normal  local  contribu- 
tion rate,  and  for  children  residing  on  Indian  lands  the  rate  was  set, 
in  1978,  at  125  percent  thereof*  - 

A  review*  of  the  history  of  Federal  policy  regarding  the,  education  of 
military  dependents  and  Indian  children  reveals  a  long-standing  policy 
1  in  favor  of  providing,,  as  a  matter  of  obligation,  *an  adequate  level  of 
education  for  them*  ■ 

The  legislative  history  of  Public  Law  874  and  the  amendments  thereto 
indicate  that  .the  Congress  intended  that  the  Federal  Government,  as  a 
landowner,  should,  to  the  extent  practicable,  be  treated  in  the  same 
manner  as  private  landowners.  Since  the  method  for  computing  the 
amounts  of  payments  under  the  program  was  not  tied  to  the  manner  in 
which  the  States  taxed  real  property,  it  is  only  logical  to  conclude 
that  the  intention  has  been  to  treat  "Federal  property  as  private  proper- 
ty regarding  the  obligations  property  owners  have,  under  the  laws  of  the 
State^,  for  the  education  of  children  residing__on  their  property  or 
wlibse  parents  are  employed  on  their  property. 

The  unstated  policy  in  favor  of  ah  obligation  to  provide  an  adequate 
level  of  education  for  federally-connected  children  haSLbeen  effected  by 
unduly  complicated  legislative  language  in  the  law,  An  open  Expres- 
sion of  that  policy  could  make  possible  a  simplif icajtion  of  the  statute 
and  the  formula  for  determining  the  amounts  to  which  local  educational 


V62/  Explicit  statements  as  to  the  congressional*  motivation  for  the 
"minimum  LCRf  amendments  are  rare  on  the  official  record.  State- 
ments by  congressional  staff  persons  who  are  knowledgeable  with 
respect  to  both 'the  Impact  Aid  Program  and  its  legislative  history 
£  generally  have  assumed  that  the  intention  behind  these  amendment's 
was  to  make  an  effort  to  increase. the  level  of  education  for 
federally-connected  children  in  local  educational  agencies  having 
J  low  per-pupil  expenditures.    Labovitz  found  evidence  in  support  of 

m    this  assumption,     [I.M.  Labovitz,  Aid  for  Federally  Affected  Public 
Schools  1-39   (19*63).]     The  same  type  of  evidence  was  found  in  the 
,     Battelle  study.     [Battelle  Memorial  Institute,  91st  Cqng,,  2d 
Se%s.,     School  Assistance  in  Federally  Affected  Areas:  A  Study  of 
^     Public  Laws  81-874  and  81-815,    House   Committee   on  ■  Education  and 
Labor  {1970}.] 

163/  See  Appendix  N,   infra,  with  regard  to  the^education  of  ^ailitary 
dependent  s? 

/ 


J  -,50- 


agencies  are  entitled,  ' 

For  these  reasons,  the  Commission  has  concerned  itself  with  the  ques- 
tions of  what  is  the  obligation^©! *  the  Federal  Government  for  the 
education  of  federally-connected  children  and,  assuming  such  an  obliga- 
tion, hm  should  that  obligation  hi  demonstrated  in  terms  of  the  amounts 
to  which  local  educational fagencies  are  entitled  under  the  Impact  Aid 
Program.       (  ~) 

The  Federal  obligation  is  thet  there  be  compensation  and  that  the  amount 
of  the  compensation  be  based  upon  an  assessment  of,  but  need  not  neces- 
sarily v equal,  the  types  of  burdens  imposed.^  Evidence^  from  the  hearings 
of  the  Commission  tends  to  indicate  that  the  revenjue^burden  (calculated 
on  the  basLs  of  taxing  Federal  property  at  the  same  rate  as  other 
property  in  localities)  is  so  great  that  it  woyld  be  unreasonable  to 
expect  that  sufficidht  funds  would  be  available  to  cover  the  cost  of- 
full  compensation.  In  addition,  an  agreed  upon  method  for  uniform 
calculations  would  be  difficult  to  achieve*  Yet,  the  nature  of  the 
revenue  burden  is  such  that  it  must  be  taken  into  consideration  in 
determining  that  portion  of  the  burden  for  wfrteh  compensation  ought  to 
be  given,  especially  when  Federal  property*  is  so  extensive  within  a 
school  district  that  the  revenue  burden  impairs  the  ability  of  its  local 
educational  agency  to  function.  — 

§         . » #     *     *  " 

Th e~serv i  <£e  ~bu  r  ae  n  ist  a  more  reasonable  and  measurable  factor,  in  that 
actual  numbers  of  children  and  actual  expenditures  of  funds  can  be 
known.  Consistent  with  the  principle  of  respecting  the  laws  of  the 
States,  using  average  per-pupil  expenditures  in  a  State  (or  -in1  all  "the 
States, 'whichever  rfis  greater)  would  be  a  fair,  measure  of  an  adequate 
level  of  education.  '  Of  course,  there  are  circumstances  in  which  the 
cost  of  education  varies  so  greatly  from  the  average  that  exceptions 
would  be  merited.  Both  the  minimum  LCR's  in /current  law  and  the  use  of 
State  and  national  average  per-pupil  expenditures  in  computing  entitle- 

rts  under  Title  I  of*  the  Elementary  and  Secondary  Education  Act  serve 
precedents  for  this  measure. 

%  a  * 

When  computing  the  amount  of  the  service  burden,  consideration  ought  to 
be  givpn  to  th%_  extent  that  the  cost  of  providing  an  adequate  level  of 
education  is* beyond  the  ability  of  ,a  local  educational  agency.  The  post 
of  education  is  the  major  factor  in  determining  the  amount  of  burden. 

J_64/  Congressional  staff  have  reasoned  that  heretofor  an  explicit 
statement  regarding  an  adequate  level  of  education  has  been  avoided 
for  fear  that,  since  the  phrase  involves  matters  of  judgment,  it 
might  have  been  construed  by  some  to  authorize  Federal  intervention 
..in  the  control  of  local  education,  contrary  to  the  other  policies 
underlying  tfie  program.  Whether  that. fear  is  still  justified  is  a* 
political  question  and  should  be  decided  in  the  proper  forum  for 
resolving  political  questions—the  Congress. 
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For  these  reasons  the  Commission  recommends  that  the  law  ought  to 
include  an  explicit  recognition  that  in  determining  the  amounts  to* which 
local  educational  agencies  are  entitled  thereunder  include  a  considera-. 
tion  of  an  adequate  level  of  education  for  federally-connected  children. 

B.  DETERMINATION -OF  THE  {?ET  FISCAL  BORDEN  PLACED  .UPON  LOCAL 
EDUCATIONAL  AGENCIES  BY  FEDERAL  ACTIVITIES—— 

When  Public  Law  874  was  first  enacted,  the^Congress  acted  upon  an 
assumption  that  there  was  a  net  fiscal  burden  placed  upon  local  educa- 
tional agencies  by  Federal  activities.  No  measurement  of  that  burden 
WaS  T§§yired  excePfc  in  the  case^  of  payments  made  under  section  2  of  the 

law,         Instead,    the   law  provided   for   compensating   local  educational 

agencies  for  the  Federal  burden  by  the \  use  of  a  nlocal  . contribution 
rate"  which^  was  designed  originally  to  make  a  payment  for  each 
federally-connected  child.  This  payment  was  roughly  equivalent  to  the 
amount  contributed  per  child  by  private  property  owners  in  comparable 
communities. 

Since  Public  Law  874  was,  enacted  in  1950,  analytical  techniques. in  the 
field  of  economics  have  improved  and  better  data  concerning  Federal 
activities  have  become  available.  Improved  techniques  and  better  data 
make  possible  an  examination  of  the  basic  assumptions  about  Federal 
"  burden,  ~  , 

In  order  to  test  these  basic  assumptions,  evidence  concerning  analytical 
techniques  in  the  field  of  economics  was  sought  and  the  availability  of 
data  concerning  Federal  activities  was  examined  in  order  to  .determine 
the  feasibility  of  conducting  an  economic  impact  stud£.  During  the 
course  of  gathering  this  information,  it  was  discovered* that  the  Nation- 
al Planning  Association  had  proposed  a  contract  to  the  Office  of  Educa- 
tion to  conduct  an  economic  impact  study.  The  Office  of  Education  chose 
not  to  fund  the  contract.  The  proposal  did  contain  a  description  of  two 
models  for  examining  the  fiscal  effects  of  Federal  activities  oh  locali- 
*  ties:  one* was  a  case  study  model  and  the  other  used  an  aggregate  method 
for  local  educational  agencies  in  general. 

J_65/  Material  included  on  pages  151-170  knd  G2-G3  of  this  report  has 
4  been  published,  without  the  Commission's  authorization,  as  an 
article  in  the  1981  Spring  issue  of  the  Journal  of  Education 
Finance.    No  part  of  any  section  in  this  report  can.be  attributable 

,         to  any* particular  member  of  the  staff  of^the  Commission. 

J66/  Section  2  of  Public  Law  874  provides  for  payments  to  -local  educa- 
tional agencies  that  administer  school  districts  in  which  substan- 
tial real  property  has  been  acquired  by  the  Federal  Government; 
payment  is  provided  if  that  acquisition  has  placed  a  substantial 
and  cbntinuing  financial  burden  on  those  agencies  for  which  there 
is  no  substantial  compensation  for  the  loss  of-^revenue  by  increases 
in  revenue  from  Federal  activities..  No  means  has  been  devised  by 
the  program  administrators  for  measuring  either  the  loss. of  revenue 
resulting  from  Federal  acquisition  of  real  property  or  increased 
revenues  resulting  from  Federal  activities. 
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On  the  basis  of  the  concepts  underlying  the  case  study  model*  the 
Commission  developed  *»a  model  specifically  designed  to  determine  the 
effect  of  Federal  activities  on  the  finances  of  local  educational 
agencies*. 

i  t 

The  economic  impact  study  conducted  by  the  Commission  .attempts  an 
intensive,  sophisticated  evaluation  of  the  fiscal  burden-^-  and  benefits 
received  by  local  educational  agencies,  from  Federal  activities  which 
affect  them.  This  evaluation  is  based  upon^a  measurement  of  the  effect 
of  Federal  activities  on  the  revenues  and  the  .expenditures  of  a  local 
educational  agency,  compared  with  the  effect  on  those  revenues ~  and 
expenditures  of  the  site  had  it  been  usetf,  or  were  the  ^site  to  be  used, 
for  other  purposes. 

In  order  to  measure  these  effects,  the  Commission  has  developed  an 
economic  model  that  determines  the  effect  on  expenditures  and  revenues 
of  a  site  affected  by  Federal  activities  and  the  effect  on  those  expen- 
ditures and  revenues  of  that  site  had  it  been  subject  tp  alternative 
use.  The  two  determinations  ^are  compared  with  respect  to  a  single  site, 
and  if  the  expenditures  exceed  revenues  under  current  use  by  a  greater 
amount  than  any  excesa  of  expenditures  over  revenues  under  alternative 
use;  the  model  indicates  a  federally-imposed  burden?  if  the  excess  of 
expenditures  over  revenues  under  current  use  is  less  than  would  have 
been  the  case  under  alternative  use,  the  result  is  a  benefit, 

Expenditures  unde^  current  use  are  determined  by  multiplying  the  number 
of  children  in  attendance  at  the  schools  of  a  local  educational  agency 
as  the  result  of  a  Federal  activity  by  the  average  per-pupil  expenditure 
determined  for  that  agency.  m 

The  number  of  children  in  attendance  at  the  schools  of  a  local  educa- 
tional agency  as  the  result  of  a  Federal  activity  is  equal  to  the  sum  of 
.  the  .number  of  schoolchildren  o^  persons  employed  on  the  base  and  the 
number  of  children  d£ -  employees  whose 'jobs  were  induced  by  the  spending 
of  employeea  and  their  families.  The  number  of  , induced  employ- 
ees       is   determined    from   the   use   of    an   employment   multiplier  that 

calculates    the    nop-Federal   employment    in   a   community   resulting  from 
spending  by  families  of  base  employees.  \ 

"The  pe^-pupil  expenditure  for  a  local  educational  agency  is  determined 
on  the  basis  of  average  per-pupil  expenditures  in  the  State 2in  which  the 

"167/  In  this  section  of  this  chapter  the  term  "burden"  'describes  a 
mathematical  'measurement  made  by  the  application  of  the  economic 
model  to  the  facts  relating  to  the  particular  local  educational 
agency  in  question.  That*  term  does  not  reflect,  in  any  way,  the 
concept  of  "adequate  level  of  education"  which  is  included  in  the 
•  meaning  of  the  term  "burden",  when  used  elsewhere  in  this  report. 

JJS8/,  "induced"  refers'  to  tho'se  employees  (a^  well  as  their  school- 
children and  income)  in  the  commercial  sector  who  were  hired  to 
accommodate  the  .spending  of  base  employees.  These  employees  are 
the  result  of-  the  "multiplier  effect." 
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local  educational  agency  is  Iqcated  and  the  weighted  average  of  per- 
pupil  expenditures  in  comparable  school  districts  approved  by  the. 
Departmental:  Education  or  the  Wpective  State  education  departments. 

Revenues  affected  by  Federal  activities  are  ^determined  by  calculating 
the  Federa^ontribution  to  four  primary  sources  of1  revenue:  residential 
property  taxes,  commercial-  property  taxes,  State^aid  £or  local  educa- * 
tional  agencies,  and  miscellaneous  *other*  local  revenue* 

Residential  property  tax  revenues  are  calculated  by  multiplying  the 
residential  'property  revenues  in  the  local  educational  agency  by  the 
percentage  of  residential  income  in  the  district  comprised  by  the  income 
of  base-attributable  'employees. 

Commercial  property  tax  revenues  are  calculated  by  multiplying  the  total 
commercial  property  tax  revenue'  in  the  district  byv  the  percentage  of 
consumption  in  the  district  that  is  attributable  to  the  base. 

State  aid  for  local  educational  agencies  is  affected  by  Federal  activi- 
ties because  most  State  aid  payments  take  into  consideration  the  as- 
sessed Valuation  of  taxable  property  and  the  number  of  children  in  the 
district  §f  a  local  educational  agency.  When  property  is  exempted  from 
taxation  or  when  the  number  of  children  increases,  the  average  per-pupil 
.assessed  valuation  decreases  and  the  amount  of  'State  aid  triggered  by 
the  base  increases.  To  determine  the  amount  of  State  aid  attributable 
to  the  base,  the  model  inserts  into  the  State  formula  the  amount8  of  as- 
sessed valuation  associated  with  the  places  of  Residence,  employment  and 
shopping  of  base-attributable  employees  and  the  number  of  Schoolchildren 
associated  with  these  employees.  s 

Implicit  in  this  calculation  is  the  ^fact  that  the  true  measure  of  any 
Federal  burden  on  a  local  educational  agency  is  not  achieved  because 
State  aid  programs  do,  to  some  extent,  pay  the  cost  of  Federal  activi- 
ties. The  model  does  not  attempt  to  determine  whether  tfre  States 
themselves  have  a  net  fiscal  burden  as  a  lflsult  of  the  Federal  presence. 
No  method  for  measuring  the  fiscal'  benefits  received  by  the  States  from 
Federal  activities  has  been  devised,  nor  has  a  means  for  determining  how 
any  such  theoretical  'benefit  accrues  to  a  particular  local  educational 
agency  been  devised.  ' 

The  Federal  contribution  to  miscellaneous  "other "  local  r^^hue,  which 
includes  local  income  taxes,  fees,  and  charges,  is  determined* by  multi- 
plying total  "other"  revenue  in  the  district  by  the  proportion  of  income 
or & population  (depending  on  whether  the  tax  is  a  function  of  income  or 
population)  comprised  by  base-attributable  employees. 


169/  "Base-attributable11  refers  to  the  sum  of  "base-connected*  and 
" base-induced,"  and  applies  to  employees,  their  incomes,  their 
schoolchildren,  and  their  families.  It  also  applies  to  the  expen- 
ditures and  revenues  of  the  local  educational  agency  that  have  been 
accounted for  by  base-attributable  families.  Also,  see  note  170, 
infra.   


The  same  procedures  are  used  to  calculate  the  fiscal  effect  of  alterna- 
tive use  pf  th'e  site,  except  that  judgments^are  exercised  as  to  what  the 
alternative  use  would  have  been,-  Alternative,  use  is  determined  on  the 
basis  of^  local  experts'  projections  aboot  How  the  base  site  would  havs 
been  used  had  there  never  been  a  Federal  "presence,  *  When  the  Federal 
installation  was  established  before  World  War  II,  however,  this  alterna- 
tive us-e  is  determined  pn  the  basis  of  how  the  site  would  be  used  if  the 
Federal  base  were  to  close, . 

*The.  Commission's*  economic  impact  study  measured  the  effects  of  military 
bases  on  four  local  educational  agencies:  Bellevue  School  District, 
in  Bellevue,  Nebraska;  Douglas  School  District,  in  Box  Elder,  South 
Dakota;  '  Escambia ,;  County  School  District,  in  Pensacola,  Florida;  and 
Chambersburg  Area  School  District,  in  Chambersburg,  Pennsylvania.  The 
military  bases  affecting  these  districts  are,  respectively,  Offutt  Air 
Force  Base,  Ellsworth  Air  Force  Base,,  the  Pensacola  Naval  Air  Station, 
and  Letter kenny  Array  Depot.  The  following  chart  shows  these  relation- 
ships: 

%'    School  District  .  Town  Military  Base 

Bellevue, .NB  Bellevue  *  Offutt  Air  Force  Base 

Douglas,  SD  e      Box  Elder  Ellsworth  Air  Fprce  Base 

Chambersburg,  PA        Chambersburg  Letterkenny  Army  Depot 

Escambia  Co.,  FL         Pensacbla  Pensacola  Naval  Air  Station 

In  all  four  districts,  base-connected  children1— ^constitute  at  least 
20  percent  of  the  total  number  of  children  in  average  daily  attendance 
at  the  schools  of  the  local  educational  agency.    Two  of  the  districts, 

Bellevue  and  Douglas,  are  "Super  A*  -  districts,  where  over  20  percent 

of  the  children  in  attendance  are  the  children  of  military  employees 
living  on  base.  A  th^^ -district,  Chambersburg,  has  a  lartfe  number  of 
civilian  *B*  children, — — 'the  children  of  civilian  base  employees  living 
off  base.  Escambia  County*  the  fourth  district,  has *a  substantial  num- 
ber 'of  both  military  "B*  'and  civilian  *B*  children — all  the  children 

or  employees  living  off  base. 


JJ70/  Base-connected  children  are  those  who  live  with  parents"  either 
^living  on,  working  on,  or  both  living  and  working  on  a  military 
base.  There  are  two  types  of  base-connected  children:  an  *A* 
child  lives  with  a  parent  who  *both  lives  and  works  on  a  military 
base?  a  ^B*  child  lives  with  a  parent  who*  either  lives  or  works 
{but  does  not  do  bo£h)  on  a  military  base.  Base-connected  pupils 
do  not  include  those  federally-connected  pupils  whose  parents  live, 
work,  or  live  and 'work,  on  Federal  installations  other  than  mili- 
tary bases.  <-X 

171/  "Super  "A*1  districts,  as  d%£iaed  in  S3(d}{1)  pf  Public  Law  874,  are 
those  districts  where  20  percent  or  isore  of  the  pupils  enrolled  in 
school  live  with  parents  who  both  live  and  work  on  Federal  property. 

_T72/  Civilian  "j|^;hildren  are  those  who  live  with  a  non-military  parent 
.  who  eithef^pves,   or  works,   but  not  both,   on  Federal  property. 

173/  'Military  *B*  children  are  fehose  *?ho  live  with  a  military  parent  who 
*    .  does  not  live  on  Federal  prdperty. 


The  following  table  shows  the  composition*  of  the  base-cpnneSte 
population  in,  these  districts: 

Number  of  Total  Base-Connected  (B-C)  Children, 
-  .  ,  Districts,  1979  ' 

(figures  in  parentheses  show,  percentage 
of  total  average  daily  attendance) 


id  pupil 


Total  ADA 

B-C  ADA 

#  A's 

#  Mil  B*s 

1  Civ  B's 

Bellevue 

9,191  (100) 

6,005  (65) 

3,256  (35) 

2,258  (25): 

490  (5) 

Douglas 

2,584  (100) 

2,037  (79) 

1,808  (70) 

141  t(6) 

88  (3) 

•Escambia  Col 

40,907  (100) 

7,617  (19) 

113  (2) 

3,324  (8) 

3,580  (19) 

Chambfcrsbur^ 

*  $*346  (100) 

.1,692  (20) 

74  (1) 

42  (11 

1,576  (19) 

Source:  SAPX 
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Results  of  Economic  Impact  Study,  The  Commission^  study  revealed  that 
all  four  local  educational  agencies  suffered  net  financial  burdens  in 
1978-79,  *The  results  and  each  "local  educational  agency*s  Public  Law  874 
entitlement  accounted  for  by  thj  -base  ■'are  summarized  in  the  follow- 
ing table: 


r 


School  District 

Bellevue 
Douglas 
Escambia  Co. 
Chamber sburg 


Burden 
(Million  $) 

$6.2.  to  $6.4 

$1*5  to  $1.6 
$0.7  to  $0.8 
$G.6  to  $0.7 


Entitlement  Accounted  for 
by  the  Base  (Million  $) 
% 

$6.0 
$1.9 
*       .  $3.2 

$0.7  , 


Source  of  entitlement  data.:  SAFA- 


v. 


The  most  important,  conclusions  to  be  drawn  fr.om  these  findings  ^re  the 
following: 

A-  ALL  THE  BASES  IMPOSED  A  BORDEN:  ON  THEIR  RESPECTIVE  LOCAL ^EDUCATIONAL 
-AGENCIES.,      *  "  ~ 


125/  Un.der  Public  Caw  ^874,  the  amount  df  Impact  Aid  a  Ibpal  educational 
agency  receives  is  based'  on  a  figure  kn^wn  as  that  ^ency's  "enti- 
,  tlement.*  The  entitlement  is  determined  by  multiplying  a  weighted 
-  number  of  federally-connected- children  by  the ,  locaj,  contribution 
rate  (LCR) — an  approximation  ,  of  the  pej-pupil  expenditure  that 
would  have  been  pcyLd  from  local  property .  tax,  revenues  had  those 
revenues  not  been  reduced  by  Federal  activities.  1 

*\  .  - 

The  Public  Law  874  entitlement  accounted  for  by  the  jsase  .is  that 
portion  of  a  local  educational  agency's  pntitiement  that  has  been 
triggered  By  pupils  whose'  parents  work  on  the  military  base.  *A 
.  -    local  educational .  agency* sn  total-entitlement;  is'  a  function  of  -  all 
•*  \  its  Federal  activities,  not  just  the  military  base. 
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~   THE    "SUPER   A."    DISTRICTS,    BELLEVUE   AND   DOUGLAS ,  " SUFFERED   THE  MOST* 
SEVERE  BURDENS .  v  ^ 

•        ,  }  ' 

--  IN  THREE 'OF  THE  FOUR  CASES,  THE  VjRDEN  IMPOSED  BY  THE  BASE  WAS  - 
COMMENSURATE  WITH  THE  IMPACT  Alt)  ENTITLEMENT. 

Analysis.  The  factors  underlying  the  Commission's  remits. were  the  '  * 
following;  *  ^ 

1)  Each  local  educational  agency  suffered  a  burden.  All  four  agencies 
were  burdened  because  the  total  revenue  attributable  to  military  base 
employees  failed  to  compensate  for  the  costs  imposed  by  these  employees. 
.  This  revenue  shortfall' resulted  from-  insufficient  Federal  contributions 
to  property  tax  revenue.  In  other  words,  property  tax  revenues^afetrib- 
utable  to  base  employees  failed  to  cover  the  local  share  of  the^costs  of 
educating  the-  employees •  schoolchildren.  The  evidence  implies  that  the 
burdens  did  not  result  from  shortfalls  of  other  revenue:  base-attribut- 
able employees"  triggered  more  state  aid  than  other  employees  in  the- 
district  and  contributed  as  raucjbffsmiscellaheous  "other"  local  Revenue. 

Three  of  the  four  States  in  the  study  contributed  more  aid  per  child  to 
the-agency  studled^than-  the^id^n^average,  to  othSfc- -agencies- in-- the 
State,  in  these  three  Impacted  districts,  the  State's  per-pupil  contri- 
bution was  oyer  13  percent  higher  than  the  State  average. 

State  aid  was  higher  to  the  impacted  districts  becau'se^  the  State  formu- 
las increased  aid  as  a  district's  assessed,  valuation  decreased  and  its 
number  of  pupils  increased.  As  a  result,  the  lower  per-pupil  assessed 
valuation  of  impacted  districts  triggered  more  State  aid  for  those 
districts.  *    *  -  • 

Furthermore,  in  all  four  diftrictHtudied,  the  State  share  of  costs  for  \  V 
the  base-attributable  children  within  the  district  was  higher  than  for 
non-base-attriba table  children.    This  is  because  the  assessed  valuation 
associated  with  *  each  base-attributable  child  was  lower  thafc  for  each 
non-Base-attri'bu table  child.     The  assessed  valuationxof  base-connected 
"A"  children  consists  simply  of  their  families1  contriBO^on  to  commer- 
cial property  tax  revenues;  jthe  assessed  valuation  associated  with  nBtt  w 
children  includes  their  families'  contributions  to  residential  and  com-.  ^ 
raercial  .property  tax  revenues.  +  Unlike  non-bas£-at$ri»table  children, 
there  is  rfo  assessed  valuation  associated  with  the  place  of  employment  * 
of  the  parents   of  base-connected  children.     Cbnsequerrtfly,  more  State 
aid,   which   increases  ,  when  assessed  valuation  per  pupil  decreases,  is 
triggered  by  base-connected  childreo  than  by  non-base-connected  chidren.  r 

f  +  , 

Tfc^amountJof  state  aid  per  pupil  provided  throughout  the  States  and  to 
the  districts  studied  and  the  amount  triggered  by  base-attributable 
pupils  and  non-base-attributable  pupils  in  the  districts  studied  is 
shown  in  the  following  table:  *        *  ^ 
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State.  Contribution  to  General  Puncf  Revenjie*for  the  States,  dis- 
tricts, and  Base-  and  Non-Base-Attributable  Children,  FY  1979 


\ 


• 

(million  $) 

—   '     c  ,  — 

ADA 

State 
4 id/ADA 

*  Nohf acta 

278 , 808 

$-341 

Da  1  1  Off  11a 

C  1 

5*  1 

9,191 

555 

*3  Q 
J*  O 

6, 1  68 

613 

•  Non-rBase-Attrib. 

i  *  w 

3,*023 

438 

wvUj.Il  uaNv^Cd 

J  1  <o 

1 29, 955 

244 

1  •  2 

2, 584 

482 

Base-Attrib. 

2,054 

482 

Non-Base^Attrib. 

•0,2 

530 

482 

Florida 

1,305.3 

'1,438,655 

•911 

Escambia  County 

42,1 

40;907 

1,030 

Base-Attrib,' 

11.2 

JO, 017 

lv  1 17 

*  Non-Base-Attrib. 

*  .  30i9 

.  30,890 

1,002 

Pennsylvania 

1,644.1' 

1,856,400 

x  875  . 

Chamber sbur a 

6.4  ■ 

8,346 

766 

Base^Attriixr 

-2,093 

'825 

Non-Base-Attrib. 

4.7 

6,253 

745 

*  Figures  rounded  for  clarity,* 
t  Source:  State  education  departments.  ,  * 

i  i  . 

The  local  share  of  per-pupil  expenditures  in  the  four  districts  was  paid 
from  property  taxes  and  froiq  miscellaneous  "other*  sources  of  revenue, 
•which   included  local   income   taxes,   employee  taxes,   per  capita  taxes, 
interest  income," and  school  lunch  revenues. 

The  data  sugggests  that  employees  attributable  to -the  base  contributed 
as  much  to  these  miscellaneous  "other"  local,  revenues  ag  did  non-base- 
attributable  employees  in  the  four  impacted  districts.  £he  following 
table  shows  the  amount  of  *other*-  local  revenue  contributed  „by  base- 
attributable  and  non-base-attributabl&  Employees,  the  number  of  children 
connected  with  both  groups  of  employees,  and  the  amount  of  "other"  local 
revenue  associated  with  each  child  in  the  two  categories? 

Miscellaneous  "Other"  Local  Revenue  Associated  with  Ifase-Attribu  table 
(B%)  and  Non-rBase-Attributable  (Non  B-A)  Children,  1979 


"Other"  Local  Reve- 
nue (thousands  $} 

ADA 

"Other"  Local 
Revenue/ADA 

B-A 

Non  B-A 

B-A 

Non  B-A 

B-A 

Non  B-A 

Bellevue 

.  $412 

$203  , 

6,16* 

3,023 

$67 

$67 

Douglas 

84 

18 

2,Q5'4 

530 

41 

33 

Escambia  Co. 

576 

•1,731 

10,017 

30,890  . 

58 

56 

Chambersburg 

522 

2,126 

2,093 

6,253 

249 

257 

Source:  The  local  educational  agencies  studied. 
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Th'e  amount  of  miscellaneous  "other"  local  revenue  associated  with  each 
base-attributable  child  is  virtually  iSentical  with  the  amount  associ- 
ated with  each*non-base-a£Jtributable  child  in  all  four"  school  districts. 
Base  employees1  contributions  to  "other"  local  revenue  appear  tou-ke^the- 
same  as  non-base  employees1  contributions.  This  is  so  because  of  the 
nature  of  these  local  taxes,  fees,  and  charges.  Most  of  the  Imiscellarte- 
ous  "other"  sources  of  revenue  in  the  local  educational  agencies  studied 
were  a  function  of  population  and  number  of  children;  ,  Chamber sbucg 
imposes  a  local  income  tax- that  is  proportionate  to  income;  Both  the  in- 
comes of  base-connected  employees  and  the  number  of  'children  associated 
with  those  employees  were  no  less — and  usually  were  higher — than  the' 
incomes  o{  number  of  children  of  non-base  families  in  the  fbur  local 
educational*  agencies.  The  revenues  proportionate  to  income*, aria  popula- 
tion, therefore,  do  not  differ  between  baseband  non-base  employees. 
Thus*  i£,  does  not  appear  that  the  Federal  burden  is  caused  by  failure 
of  bas^  'employees  to  pay  their  share  of  miscellaneous  "other"  local 
revenues.  h 


Because  the  State  share  o&  the  costs  of  base-connecteg  children  is  far 
above  the  norm,  and  base-connected  families  pay  as  high  a  portion  of 
miscellaneous  "other"  local  taxes  as  do  non-base  families,  the*property 
tax  is  the  onlV  source  of  revenue  to  which  base  employees  could  fail  to 
have  contributed  the  same  share  paid  by  non-ba^e  employees.  The  follow- 
ing table  seems  to  confirm  the  suspicion  that  insufficient  property  tax 
contributions  by  ijase  families  resulted  in  the  revenue  shortfall^in  the 
four  local  educational  agencies  studied.  The  table  shows  the  property 
tax  revenue  contributed  by  base-attributable  and  non-base-attribu table 
families  and  the  number  of  children  associated  with  these  families  in 
the  four  local  educational  agencies.     The  results  are  as  follows: 


Property  .Tax  Revenue  (PTR)  Associated  with  B^se-Attributafile 
(B-A)#  Children  and  Non-Base-Attributable  {Non  B-A)  Children,  1979 


/  - 


PTR  | 

million  $) 

ADA 

PTR/ADA' 

B-A 

Non-B-A 

B-A 

Non-B-A 

B-A 

Non-B-A 

Bellevue 

$1.04 

$2.31 

6,168 

3,023 

$169 

$764 

Douglas 

0.11 

•  0.25 

2,054 

530 

*54 

480  - 

Escambia  Co. 

1.99 

12.43 

10,017 

30,890 

199 

402 

Chambersburg 

1.25 

4.65 

-  2,093 

6,253 

597 

744 

Sources  SAFA, *lc^ai  educational  agencies. 

The  results  show  that  the  property  tax  revenue  associated  with  each 
base-attributable  child  is  substantially  less  than  the  revenue  associ- 
ated with  eaoh  non-base-»attributable  child  in  all  four;  cases.  This  data, 
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when  considered  with  data  on  State  contributions  and  miscellaneous 
"ottier*  sourbes  of  locaL»reveriue,  shows  that  the  burden  in  the  four 
districts  is  the  result  jj^-a  shortfall  in  the  contributions  of  property 
tax  revenue  from  base-attributable  employees.  Because  the  model  con- 
sidered property  tax  payments  associated' with  employees'  place  of 
residence,  employment,  and  shopping,  it  is  likely  that  the  Commission's 
result  stemmed  from  the  property  £ax  exemption  of  military  , base  proper- 
ty, including  on-base  residences  and  commercial  establishments. 


While  the  tax-exempt  status  of  the  base  appears  to  explain  £Xe  differ- 
ence in  per-pupil ;  property  tax  contributions  from  base-attriputable  ancSf 
non-base-attributable  families,  it  seems  arguable  that*  a  sufficiently 
high  property  tax^rate  applied  tp  the  taxable  property  in  the  Siatrict 
could  yield  enough  revenue  to  cbmpensate  for  the  difference.  Though  the? 
economic  impact  study  did  not  exsnftne  local  effort  in  detail,  data 
collected  for  the  study  does  pot  appear  to  support  the  conclusion  that  . 
burden  results  from  insufficient  local  effort.  /The  following  table 
shows  ,the  per-pupil  t'axat^e  wealth  £nd  the  local  tax,  effort  of  the  four 
districts  studied  and  of  the  State's  in  which  they  are  locabed:  ^ 


^ 


Taxable  Wealth  and  Tax  Effort  for  the  Districts^ 
and  Their  States,  FY  1979 


« 

Assessed 
Valuation/ADA 

Mill  Rate  , 

Bellevue 

$  8,836 

42.59  '-  < 

Nebraska 

30>669 

'  47.61 

AGRIC .  /NON-AGRIC  .' 

-Douglas 

3,555 

'     26.00/42f.  GO 

South  Dakota 

35,279 

W36.84 

Escambia  Co. 

-  46,266* 

8.00 

Florida 

82,058* 

7.89 

Chamber sburg 

47,816+ 

2D.90t 

Pennsylvania 

49,316+  . 

23.501" 

Source:    £tate  education  departments, 

* 

*    Florida  Department  of m Education  data  on  full-time  equivalent  students 
(FTE)  ,  converted  to  SAFA  'definition  of  ADA*  using  1978-79  data  from 


+ 
t 


SAFA. 

Represents  market  value* per  AD£. 
Represents  equalized  milL  rate. 


The  table  shows  that'  the  per-pupil  assessed  valuation  in  the  impacted 
districts  is,   in  all  cases,   less  than  'the. average  in  the  respective 
States.    Assessed  valuation  per  pupil  «shows  the 'value  of  taxable  proper-.  4 
ty  available  to  finance  the  cost  of  .educating  children  in  a  district./" 
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♦ 

♦ 

It  ig  a  good  measure  ol  wealth  because  i%§  reveals  .the  revenue-raising 
potential  of  an  agency  in  relation  to  its  expenditure  needs.  *The  . 
per-pupil  ^ssessed  valuations  in  th^Super  A"  districts,  Bellevue  and 
Douglas,  .are  far  below  the  average  iW  the  respective  States;  in  neither 
case  is  the *per-pupil  assessed  valuation  as  high  as  30  percent  of  the 
State  average."  In  Escarabi*  County ,  the  per-pupil  assessed  Valuation  i^  1 
only  56  percent  of  the  State  average.  Only  Charabersburg,  where  "per- 
pupil  assessed  valuation  *isN97  percent  of  the  State  average,  <3o£a^  the 
figiire%  for*  the  impacted  district  approach  the  Stat?  average. 

k  The*  other  category  in  the  table,  the  local  mill  rate,  shows  the  tax 
"effort  of  *the  four  agencies.  Two  of  the  four  agencies — Douglas  and 
Escambia  County — are  taxing  at'  the  highest  rate  allowed  by  State  law; 
the  other  two — Bellevue  and  Charobersburg — are  taxing  at  a/rate  lower 
thaq  the  State  average.  Because  Bellevue's  per-pupil  assessed  valuation  J 
is  so  far  below  the  State  average,  however,  boosting  Bellevue's  tax 
effort  to  the  level  of  the  aver age*  effort  in  the  State  would  probably 
not  provide  a  great  deal  of  property  tax  revenue.  Of  the  four  districts 
studied,  only  in  Charobersburg  does  i±  appear  that  an  increase  in  local 
effort  to  the  level  of  the  average  jef fort  i,n  the  State  might  make  a 
substantial  difference  in  ^compensating  for  thi  property  tax  shortfall 
foforo  ^ase^attributabl^-families.*  — — ,   - 

2)  The  'Super  A*  districts  suffered  the  mo$t  sevfere  burdens.  The  local  .  / 
educational  agencies  suffering  the  heaviest  burdens  wene  Bellevue  and 
Douglas,  the  two  agencies  studied  where  over  20  percent  of  the  children 
were  the  children  of  military  personnel  who  both  lived  and  worked  on 
'base.  .Bellevue  suffered  a  burden  of  $6.2  to  $6.4  million  ah$  Douglas  a 
burden  of  $1.5  to  $1.6  million 'in  1979,  both  substantially  higher  than 
the  fcurdens  incurred  by  the  other  two  agencies.  The /burdens  per  base- 
attributable  child  were  also  substantially  higher  in  these  two  dis- 
tricts? Bellevue's  burden  per  child  was  $1,049,  the  highest  of  all  the 
districts,  and  tDou£lasfs  was  $760,  the  second  lUghest.  These  latter 
results  show  that  the  burdep  associated  with  each  base-attributable 
child  was  highest  in  the  districts  where  the  proportion  of  "A"  children 
was  highest. 

This -pattern  is  J;he  result  of  the  fact  that  . base  employees  living  on 
base  contributed  less  to  property  tax  revenues,  on  average,  thai}  did 
.employees  Living  off  base.  On-base  employees  not  only  paid  ho  taxes  on 
their  residences/ but  were  more  likely  to  sjiop  at.  the  tax-exempt  commer- 
cial establishments  op  base.  Consequently,  the  property  t^x  per  pupil 
paid  by  base-attributable  families  was  lowest  in  Bellevue  and  Douglas, * 
the  two  "Super  A*  distripts. 

* 

The  following  table  shows  the  stay's  estimates  of  burden  per  base- 
attrxtutable  child  and  the  property  tax  per  pupil  paid  by  base-attribut- 
able families  in  the  four  districts  studied3* 


UK 
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"Bar dens  and  Base-Attributable  Property  Tax  Revenues 
(B-A  PTR)  Per  Base-Attributable  Child  (B-A  ADA) ,  1979- 


•  Burden 

B-A ♦ PTR  * 

B-A 

Burden/ 

PTR/ 

I 

"  (million  S) 

(million  $) 

ADA 

'  ADA* 

ADA 

Bellevue  * 

$6.2-6.4 

$1.04 

.  6,168 

$1,049 

$169 

Douglas- * 

1.5-1.6  \ 

0.11 

2,054 

760 

55 

Escambia  Co. 

0.7-0.8  ' 

1.99  . 

10,017 

.99 

199 

Chambersburcj 

'  0.6-0.7 

1.25 

2,093 

*  385 

597 

Source:  SAFA,  local  educational  agencies. 

The  data  in  J;he  table,  show  that  the  overall  burdens  and  the  burdens  per 
base-attributable  child  w£re  both  highest  in  the  "Super  A"  districts, 
and  that  the  property  tax^contributions  per  child- from  base-attributable 
families  were  lowest  ir^the  "Super  A"  districts.  TheSe  results  suggest 
that  Public  Law  874  ii>  correct  in  assuming  'that  the  families  of  "A* 
^children  impose  a  greater  burden  on  local  educational  agencies  than ^do 
the  families  of  "B"»  children.  . 

-3)-  Burden^s-cotaeireurate  -with  ~entitlefaentr  in  three  ~or  Four  cases.  ^The 
study  found  that  the  size  of  the  burden  imposed  by  the  military  Uses 
was. within  20  percent  of  the  Impact  Aid  entitlement  in  three  school 
districts:  ^ellevue,  Douglas,  and  Chambersburg.  Only  Escambia  County's 
burden  did  not  approximate  its  entitlement:1  the-  burden  in  Escambia 
County  was  substantially  less  than  its  entitlement.  ' 

Entitlement' under  'Public  Law'874  is  the  product  of  the  locaJL  contribu- 
tion (LCR)    and   the  weighted  number  pf  federally-connected  chU'- 

dr*n*  ^e  MR  is  an  approximation^ of  the  expenditure  per  pupil  #which' 

would  have  been  paid  f  rq^ local -property  tax*  revenues  had  those*  revenues 
not'  been  reduced  by  Federal  activities.  The  per-pupil  expenditure 
figure  is  either  a  weighted  average  of  the  per-pupil  expenditures  of 
five  comparable  local  educational  agencies  in  the  State,  half  the  State 
#ayer age  per-pupil  expenditure,  or  half  the  national  average  per-pupil^ 
expenditure,  whichever  is  highest. 


/  "Federally-connected  children"  are  those  who  live  *with  parents 
either   living  6n,  'working  -on,  or  both  living  an^working  on, 

^•Federal  property,  There  are.  two  types  of  federally-connected 
children:  an  "A"  child  lives  with  a  parent  who  both  lives  and  works 
op  Federal  .property;  a  "B"  child  lives  with  a  parent  who  either 
lives  or  works  (but  does  not  do  both)  on  Federal  property.  Feder- 
ally-connected children  include  base-connected  children  as  -weij.  'as 
^children  whose  parents  live,  or  work,  or  both  live  and  work;  on 

,   Federal  Installations  other  than  military  bases.* 


The  weighted  number  of  federally-connected  children  is  determined"  from 
the  different  weights  assigned  by .statute"  to  each  category  of  federally- 
connected  child.  These  weights--in  the  form~of  percentages—are"  de- 
signed •  to  reflect  the  relative  property'  tax  burdens  imposed  by,  the 
families  of  the  various  categpries  of  children...  The  formula  multiplies 
veach  percentage  by  the  number  of , federally-connected  children  in  *that 
category  to  find   the  weighted  number  of  federally-connected  children. 

The  size  of  the  burden  found"  by  the  Commission  was  coramensura'te  "with  the 
difetrict's%entitlement  in  three  of  the  four  case!  for  both  the  following 
reasons:  *  | 

% 

*  The  discrepancies  between  the  data  used  by  the  Coijimission  and  by  the 
Public  Law  874   formula  offset  each  other.    ^These  discrepancies  oc- 
curred  in  the  determination' of  local ,  contribution  per  pup%l  ("local 

contribution  rate*)(  in  all  three  cases.  In  addition,  when  burden  was 
commensurate  with  entitlement,  discrepancies  *  between  the  Righted 
number  of  pupil^  alfeo  occJrred  in  the  cases  of  Chambersburg  and 
Escambia  County, .where  the  weights  assigned  >by  formula  to  the  number 
of  federally-connected  children  did\  not  ■  ref-lect  the^  Commission-!  a" 
estimates  of  these  families'  contribution  to  local  revenue, 

♦  -•The  var^ables-msed  by  the  ent  iirlemeni^ormula  to-estli(rat-e~t"lie~ 
property  tax  burden  were,  for  the  most  part,  the  same  factors  that  the 
Commission  found  determined  burden.    The  econorhic  impact  study,  found, 
in  its  four  case"  studies,   that  these  variables—the  number  of  chil- 

'  dren'  the  per-pupil  expenditure,  the  locfd  share  of  education  costs, 
and  the  relative  contributions  of  different  types  of  base  families—  ■ 
were  '  the  *tost  important  in  determining  burcfcn.  They  collectively 
explained  most  of  the  shortfall  in  property  t;ax  revenue  from  Federal 
sources.  The  only  variables  that  the  Commission  considered  that  were 
not,  taken  into  account  by  the  entiUement  formula  were  the  fiscal  ef- 
fect of  alternative  use  of  fche  base  site,  and  employees contributions 
to  commercial  property  taxes  and  miscellaneous  "other"  local,  revenue,  * 

Discrepancies  in  Data.  Discrepancies  between  data  estimated  bV,  the 
Commission  and  by  the  Public  Law  874  formula  appeared  in  three  figures: 
per-pup«r-«tpendi45weftr^local  share^  of  expenditures,  and  "  the  -weights 
.assigned  »to  the  different  types  of  federally-connected  children.  The 
per-pupil  expenditure  figure  used  under  Public  L*w  874  is  two  years  old, 
but  it  includes  Federal  categorical'  aid  to  the  local  educational  agency. 
The  Commission  study  extracted  Federal  categorical  funds  from  the  Public 
Law  874  figure  and  updated  bhe  two-year-old  data.  The  Commission 
removed  Federal  categorical  aid  from 'consideration  of  both  expenditures 
and  revenues  beqause  the  Commission's  intent  was  to  examine  the  F^der^l 
impact  on-  current  expenditure^  over  which  the  lpc^l "  edutfatiortal  ag'ency 
has  discretion.  The  study  wafc  designed  to  be • consistent  with  Public* Law 
874,  which  reimburses  local  Educational  agencies  on  the  basis  of  "current 
expenditures, 


The  Concession's  estimates  of  per-pupil  expenditure  exceeded  the  per- 
pupil  expenditure  data  used  under  Public  law  874  in  *hree  of  the  four 
caseSx  The  inflation  in  education  costs  between  1977  and  1979  that ^the 
Commission's  figure  captured  more  than  made* up  for  the  amount  of 'Federal 
categorical,  funds  included  in. the  figure  used  under  Public  Law  874,  but 
^  excluded  from  the  Commission's,  figure.  Escambia  County  was  the  only 
1  exception;  the  per-pupii  expenditure  figure  applied  under  Publiq-Law  874 
«was  higher  than  that  found  by  the  Commission  because  Escambia  County 
used   the   national*  average"  per-pupil   expenditure   in  determining  LCR. 

The  local  share  of  education  costs  was  determined  under  Public  La*  874 
from  the  Icteil  share  of  costs  in  comparable  districts.  When  the  local 
educational  agency  chose  to  use  one-half  the  State  or  national  average 
to  determine  its  LCR,  the  statute  assumed  that  the  agency  contributed 
half  the  share  of  its "  education  costs.  In  each  of  the  four  cases/ the 
Study  estimated  a  local-  share  lower  than(  that  determined  under  the 
Ptolic  Law  874  formula.  This  discrepancy  occurred  because*  per-pupil 
contributions-  from  State  aid  were  invariably  higher  to  federally- 
impacted  dgencies  than  to  non-impacted  agencies.  Moreover,  the  study 
determined  thatt  base-connected  children*  triggered  more  State  aid  than 
did  non-base-connected  children  in  the  four  impacted  districts.  Because 
the  Commission  found  the  State  contributing  a  higher  share  of  the  costs 
—o£  base-cormeatedchiWreir^^  8T4"formula,  tiv^ 

loca^  share  of  these  costs  was  lower  In  the  Commission  mo^el  than  they 
were  under  the  formula.  * 


The  combination  of  the  Commission's  higher  per-pupil  expenditure  figures 
1  and  lower  local  share  figures  resulted  in  local  contributions 'per-pupil 
for  Bellevue,  Douglas,,  and  Chambers  burg  that  were  close  to  the  local, 
contribution  rates  detey:ra£neds  under  Public  Law  874  for  these  districts. 
In  Bellevue  and*  Douglas  the  local  contribution  per  pupil  figures*  were 
within  t5  percent  of  their  LCRs,  as  determined  -  by  the  Public  Law  874 
formula;  in  Charabersburg,  the  local  expenditure  per-pupil  was  within  21 
percent  of  LCR.  In  Escambia  County,  however,  local  contribution  per 
pupil  was  62  percent  below  LCR. 

ThQ  differences  in  per-pupil  expenditure,  lo£al  share,  'and  local  contri- 
bution per  pupil  between  the  Commission  study  and  the  Public  *Law  874 
formula  can  be  seen  in  the  following: 

Comparison  of  thi  Figures* ifsed  by  the  Qpmmission  and  by  p.l.  874 
to  Compute  Local_Contribution  Per  Pupil  and  LCR,  Respectively 


P§i;  £up 
{P 

il  Expend* 
PE) 

Local  Share, 
OS) 

Local  Contribution  Per 
fupil/LCR    (PPE  x  LS) 

Comm.* 

PL  874 

Coram.  *f 

PL^874 

Comm. 

PL  874 

Bellevue 

$1,772 

$1*568 

.66 

f.81 

$1,152 

$1,272 

Douglas 

p.  1/317 

1,273 

.64 

I    h11  i 

843 

975 

Escambia  Co. 

1»,  4 1 4 

1,560 

.■21- 

.50 

297 

780     .  . 

Charabersburg 

e 

.  ],972 

1,775 

.58 

.50 

1,144 

888 

*    Average  of  State  average  and  comparable  districts1  average  expendi- 
tures "8 or  fiscal  year  1979. 

+    Study' s*estimates  of  non-State  share  of  costs  of  base-attributable 
children. 
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In  Sellevue  ind  Douglas,  the/Comraiss ion's  local  contribution  per  pupil 
figures  were  comparatively  close  to  the  Public  Law  874  local  contribu- 
tion  rate  <  because   the   discrepancy   between   the   per-pupil  expenditure 
•figures  and  local  share  figures  offset  each  other.     The  Commission's 

*  higher   per-pupil   expenditure  and   lower   local   shafre  figures  yielded/ a 
product  of  approximately  the  satae  amount  as  the  LCR.*  ' 

Chamber sburg's  entitlement  was  commensurate  with  the  study ' s^determina- 
v.tion^of  its  burden  despite  a  27  percent  difference  between  the  Commis- 
sion's local  contribution  per  pupil  and  the  LCR.4    The  Commission's  local 
contribution  per   pupil   figure   was   higher^  because  both   the  per-pupil 
expenditure   and  the   local   share   figures   used  by   the  Commission  were 
higher    than  the  corresponding  ' figures  *  applied   by  the   Public   Law  874 
formula  '  (Chambersburg  uses  half  the  State*  average  per-pupil  expenditure 
as  its  LCR).    The  Commission's  estimate  of  burden* and  the  Public  Law  874 
-  entitlement    were    sfill    comparable,    however,    because    the  Commission 
considered    base   employees'*  contributions    to   commercial    property  tax 
revenue  and  to  miscellaneous  "other"  local  revenue  while  the  formula  did 
not.    In  addition,  the  Commission's  , estimate  of  the  residential"  property 
tax   revenue  contributed  ,  from  base  employees  was  probably  higher  than 
•that  estimated  by  the  Public  Law  874  formula. 

^Phe  weig\tw  tn  the  entitlement—  formma- reflect  the  assumption- that 
property  tax  revenues  derive  from  places  of  residence  and  employment 
alone.  Employees  living  on-base  are  assumed  to  contribute  no  property 
tax   revenue,    and   military   employees   living   off-base  are   assumed  to 

•contribute  revenue  only  through  their  residences.^  The  Commission  study, 
however,    estimated   thei  commercial   property   tax  contributions   of  all 

-base-connected  employees  living  in  the  county.  The  per  capita  commer- 
cial property  tax  contributions  of  base  employees  to  Chambersburg  were 
the  highest  of  all  the  districts  studied  both  because  the  vast*major ity 
of  base  employees  were  civilian  and  because  Chambersburg  was  the  boramer- 
cial  center  of  Fjranfclin  County.  *In* addition,  the  miscellaneous  "other" 
local  revenues--especially  from  local  income  taxes — Were  expecially  high 
in  Chambersburg,  constituting  25  percent  of  ^locally-raised  revenues. 
Civilian  base  employees,  like  all  residents,  contributed  to  these^ 
revenues.      Finally,   the  weights  in  the  Public  Law  874  formula,  assume" 

*  that  residential  property  tax  contributions  from  base  employees  amount 
to  50  percent  of  the,  property  tax  contributions  of  no<n-f ederally- 
connected  employees.  The  Commission  did  not  rely  on  this  assumption  and 
instead  estimated  residential  property  thx  revenue  on  thet  basis  of 
residents'  incomes.  Since  the  average  income  of  base  employees  was 
$18,000  in  1979— $6,500  higher  than  the  average  salary  of  ot^r  county 
erapl9y*es— the  Commission's  method  would  have  yielded  a  higher  residen- 
tial property  tax  contribution  from  base  employees  tjian  from  non-base- 
employees.   *  * 


The  Commission's  approach  to  estimating  property  tax  contributions— both 
residential 'and  commercial — from  base  %  families  in  Chambersburg  led  to 
higher  estimates  of  the^ revenue  contributed  by stftese  families  than  4id 
the  assumptions  reflected  in  the  weights  'of  the^Public  Law  874  formula. 
These   additional   revenqes   served   to   ballnce   the  Commission's  higher 
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f  local  contribution  per  pupil  by  lowering  the  burden  fqund  by  the  Commis- 
sion model,  yielding  an  overall  burden  commensurate  with  Public  Law  874 
entitlement.  (In  6ellev4&  and  Douglas,  in  contrast,  'base  employees1 
contributions  ^to  commercial  property  tax  reyenue  and  miscellaneous 
'"other*"  local  revenues  were  relatively~>mall  and  their  salaries  more  in 
line  with  those  of , non-base  employees. in  the  area,)  •  , 

In  Escambia  County,  the  Commission's  determination  of  burden  was  sub- 
stantially lower  than,  the  Public  Law  874  entitlement  as,  a  result  of 
Escambia  County's  use  of  half  the  national  average  E^-ptfpt^exp^ncftture 
to  determine  local  contribution  rate.  The  national  average  per-pupil 
expenditure  was  over  $100  higher  than  the  Commission's,  per-pupil  expen- 
diture figure,  making  Escambia  County  the  only  district  studied  where 
the  per-pupil  expenditure  under  Public  -Law  874  exceeded  tfye  jEigure  used 
by  the  Commission.  *  Fa,r  more  important,  however*  was  the  fact  that  the 
Commission's  estimate  of  the*  local  share  of  base^ttributable  expendi- 
tures in  EScambia  County  was  Substantially  less  than  the  50  percent 
assumed  .by  the  entitlement  formula.  The  Commission  found  that  the  State 
paid  for  79  percent  of  the  education  cost  of  base-attr ibutabl'e  school- 
children in  Escambia  Coun4ty^-2?  percentage  points  higher  than  the 
portion  provided *by  the  formula.  The  comparatively  large  State  contri- 
bution to  Escambia  County  revenue  reduced  the  local  share  of  revenue* 
Thus,  both-  the  Commission's  per-pupil  expend!  ture  figure  and  "Tts~~  local " 
share  figure  were  lower-  than  the  figures  used  under,  Public?  Law  874.  As 
a  result,  tfce  Commission  found  a  burden  far  less  than  Escambia  County's 
entitlement.     '  '  y 

\/ 

In  Escambia  County,  as  in  Chambersburg,  another  factor  contributing  to 
the  relatively  low  burden  y?as  the  discrepancy  'between  the  weights' 
applied  by, Public  Law  874  to  the  number  of  federally-connected  children 
and  the  weights  that* the  Commission  would  have  determined  from  the  data 
it  used/  This  discrepancy  was  fairly  substantial  in  the  Escambia  County 
study;  as  a  results  the  Commission  model  attributed 'more  local  revenue 
to  joase  employees  than  the  Public  Law  874  moj§el  did.  The  reasons  that 
the  discrepancy  occurred  were  the  same  for  Escambia ' County  as  for 
•Chamber Sburg;  the  commercial  property  tax  contributions  of  base-attrib- 
utable employees  was  relatively^high;  the  amount  of  miscellaneous 
"other"  local  reverui^-opntributed  by  base-attributable  families  was  also 
relatively  large;  and' the  incomes  of  base  employees  were  substantially 
higher  than  the  incomes  of  non-base  employees  in  the  area. 

The  per*  capita  commercial  property  taj^  contributions  of  base-attributa- 
ble employees  to  Escambia  County  were  the  second  highest  of  all  the 
districts /studied^  The  reasons  for  this  were  twofold:  Pensacola  Natfal 
Air  Station  employed  a  higher  percentage  of  civilians  than  did  any  other 
base  but  Lett£rkenny  in  Chambersburg;  '  and  EScambia  County,  especially 
the  city  of  Pensacola,  ^  wars  the  commercial  cente/  of  the  pensacola 
Standard  Metropolitan  Statistical  Area  (SMSft) .  '  In  addition,  miscellane- 
ous "other"  local  revenues  constituted'  14  percent  of  '  locally-raised 
revenue,  a -proportion  second  onty  to  Chambersburg;  base  employees,  like 
all  residents,  contributed  to  thes^g  revenues. 
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Finally,  the  Commission's  study  estimates  residential  property  tax 
contributions  on  fehe  basis  of  residents1  income  and  not  on  the  Public 
^  .Law  874  assumption  that  base  employees*  residential  prpperty  tax  pay- 
ments amount  to  50  percent  of ^overall  property  tax  contributions  frojn 
ijpon-base  employees.  Because  the  average  income  of  base  employees  was 
*  $15,000  in  1979—53,000  higher  than  fte  average  income  of  other  SMSA 
employees — the  Commission's  approach'  would  have  yielded  a  higher  resi- 
dential nroperty  tax  contribution  from  base  employees  than  frqm  non-base 
employees^ 

Variables  the  Formula  Prove  to  Be  the*  Key  Factcjrs  in  Burden,  .In  each 
of  the  fourv  case  studies,  the  variables  .applied  (by  the  Public  Law  874 
formula  largely  explain  the  results . found  by  the ^Commission.  Those  key 
variables — the  number  of  children,  the  per-pdpil  expenditure,  the  local 
share  of  educational  costs,  and  the  weighting*  of  the  contributions  of 
different  types  of  base-connected  families — we're  the  most  important 
components  of,  Federal  burden  in  the  «four  districts  studied.  "  This  was 
j[  true  despite  the  fact  that  the  data  used  by  the  Commission  for  those 
variables  differed   from  the  data  used  by  the  Public  Law  874  formula. 

One  factor  riot  considered  by  the  Public  taw  874  formula  that *4id*play  a 

 jsmall   role   in  the  Commission's  results  was  the-  fiscal  eff ect^-on ,  the-T 

local  educational  agencies  of  alternative  use  of  the  base  site.  The' 
Commission's  intent  in  evaluating  alternative  use  was  to  compare  the 
present  fiscal  impact  of  the  base  on  the  local  educational  agency  with 
the  fiscal  impacft-  that  alternative  use  of  the  site  would  have  had.  This 
comparison  was  essential  to  a  full  understanding  of  the  base's  impact 
;  because  th6.  site  occupied,  by  the  base  would  have  generated  revenues  and 
expenditures  for  the  local  educational  agency  if  the  base  had  not  been 

**        established.  *  *  % 

i  i 
*  •  i 

TJje  study  showed  that  alternative  use   in  three  of  the  four  districts 
a       Studied rhad  virtually  no  effect  on  the  ^determination  of  base  impact. 
^   v-  Projected  alternative  use  of  the  site  would  have  generated  just  enough 
/  jrevenue  to  finance  the  cost  of  educating  the  children  associated  with 
the  site  iru  Douglas,  Chambersburg,  and  Escambia  County.    Under  alterna- 
tive use,  trfe  site  would»have  provided  sufficient  revenue  in  the  fWfrn  of 
property  tax  revenue,  State  aid,  and  miscellaneous  "other"  local  revenue 
%  to  competisate  for  the  costs  of  the  children  affiliated  with  the  site. 
The  site  would  have  imposed  neither  a  benefit  hot  a  burden. 

In  Bellevue,  however,  alternative  use  played  a  slightly  mgr^B^gnif icant 
role.  Alternative  use  of  the  base  site  in  Bellevue  was  projected  to  be 
largely  industrial.  (See  Bellevue  Prof ile,*  Attachment  II,  infra.)  IPhe 
local'  educational  agency  would  have  collected  morf  revenues  from  the 
sit^  than  it  would  have  paid  out  in  educational  Expenses  because  the 
'industry  on  the  site  would  have  contributed  a  substantial  amount  of 
property  tax  revenue,  while  relatively  few  of  the  employees — and  their 
schoolchildren — would  have  lived  in  the  district.  » 
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♦    The  Commission  substituted  its  own  data  into  tlie"- Public  Law  874  formula, 
ta  find  out  just  how  much  of  the  Commission's  results  could  be  explained, 
by  the  variables  in  the  formula.    The  product  of  local  contribution  per  *" 
*  pupil*  (LCR)  and^  the  weighted  number  of  base-attributable  children  ("fed- 
erally-connected children   in  Public   Laij  874)    would  be  a  district fs  * 
entitlement.     To  determine  local .contribution  per  pufiil,  the  Commission 
used  its  own  per-pupil  expenditure  and  local  share  figures  -(as  reflected 
in- the  chaiTt  below).    The  Commission  used  the  number  of  base-attributa- 
ble dfiildren  rather  than  the  smaller  number  of  base-co.nnected  children, 
though  it  applied  the  same  weights  that  were  assigned  in  Public  LawJ874. 

The  following  chart  shows  how  mbch  of  the  burden  was  accounted  tot  ¥  by 
the  variables  in  the  Public  Law  874  formula  ig  each  of  the  four  case 
studies:  '  *    ■  .  • 

A  Comparison  of  Two  Burdens: 
,Th&  Burden  Arrived  At  Using  *(ost  of  the  Variables 

in 'the  P.L.  874  Forritola,  and  the  Final  Burden       t      r  % 

/ 


Local  Con- 

Weighted 

Entitlement 

Burden  ' 

Alternative 

tribution 

f  Of  B-A" 

(million  $) 

(million^ 

Use  surplus 

1     *           .  .  . 

Per  Child 

Children 

(col.1  x  col. 2) 

$) 

(million  $) 

Bel lev ue 

$T,170 

4,819 

*$5.6 

$6.3 

$0.5 

Douglas 

'843 

*  1,957 

1.6 

1.5 

0.0  J 

Escambia  Co. 

^   291  ^ 

5,242 

1.5 

0.7 

*  0.3 

Chambersburg 

1,144  ^ 

«  983 

1.1 

Ht  —  1 — 1 

0.6 

0.0 

T^e  local  contribution  per  pupil  is  comparable  to  the  LCR  in  ^Bellevue 
and  Douglas;  it  is  slightly  higher  in  Chambersburg  and  substantially 
lower  in  Escambia  County.  The  weighted  number  of  base-attributable 
children  is  substantially' higher  for  Chambersburg  and  Escambia  County  ^ 
than  the  weighted  number  of  base-connected  children  determined  under  the 
Public  Law  874  fbrmula.  Xhis  is  because  the^ Commission  includes  the 
^number  of  induced  children  in  its  count,  and  in  Chambersburg  and  Escam- 
bia County  the  number  of  induced  children  is  relatively  .high . 

The  weights  used  by  the  Commission  in  .this  chart  are  the  same  weights 
that  the  Public  Law  874;  formula  uses  to  estimate  entitlement.  When  the 
Commission-determined,  entitlement,  plus  consideration  of  alternative 
use,  still  does  not  equal  the  burden  fou/fo  by  the  Commission,  it  is 
because  the  weights  assigned ^under  Public  Law  874  have  not  taken  into 
account  the  contributions  to  commercial  property  -tax  revenue  and  miscel- 
laneous "other"  local  revenue,  nor  have  they  considered  residents' 
income  in  estimating  Besidentitfl  property  tax  payments  of  base-attrib- 
utable families.  In  Chambersburg  and  Escambia  County,  the  weights 
assigned  under  Public  I^aw  874  do  not  correspond  witfc^  the  Commissions 
estimates.  The  commercial  property  tari  contributions  of  base-attributa- 
ble families  to  these  districts  life  substantial  'because  in  both  dis-  • 
tricts  thete  are  a  lar^e  number  of  civilian  base  employees  who  *dQ  all 
their  shopping  off-base  and  mjpst  of.it  within  the  distriot.  In  addi-' 
tion,  miscellaneous  "other"  lycal  revenues  comprise  a  higher  portion  of 
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♦  locally-rai'sed  revenues  in  these  *  districts  than  $§i  the  other  twp. 
Finally,    the   differences   between   the  m  incomes    of   bf£e   employees  and 
non-base   employees   in   the   area  are  particularly   sharp   in  %hese  two" 
cases,-      %  v  .  ^ 


The  charts  confirms  the  point  tMat  the  variables  in-'the  Public  Law  874 
formula^  explain  the  bulk  .of  the**  Commission's  results   in -most  of  tfie 
.  cases,,  *  The  only  variables  that  the  Commission  "consider^  that  are  not 
K  taken  intb  account  by  the  formula  are  alternative  use,  commercial 
property  taxe&,  and  miscellaneous  "other VlocAl** revenue, 


The  Role  <f£  Multipliers,  5  A  distiMU'iihing  feature  of  the  economic 
impact  m£del,  is  its  usp  of  earnirfgs^Und  employment  multipliers  to. 
estimate.fthe  induced  effects  oi  spending  by  base  employees*  The  model 
incorporated  multipliers  to  capture  the'  secondary  effects  of  the  base  on 
the  atek  and?  ultimately,  the  local  educational  agency.  The  induced 
effects  are  triggered  by  the  spending  of  base  employees:  tfie  commercial 
sector  hires  employees  to  accommodate  this  increased  demand  for  goods 
and  services,  and  these  commercial  sector  employees  ace  paid-  for  their 
services,  /The  newl^y-hired  commercial  employees  spend  part  of.  their 
incomes  on  goods  and  services—purchases  that  in  turn  increase  the 
demand  for  more  employees  in^  the  commercial  ^sector.  The  process 
continues  until  the  initial*money  paid  to  base-connected  employees  has 
increased,  both    the    income   and   the   number   of  employees   in  %ftet  are<^p 

Themodel  uses  th'e  earnings  multiplier  to  determine  .tire  ameunt  of  income 
in  t;he  areata*  is  attributable  to  base  employees.  This  base-attribut- 
able incdme 'fhgludes  the  personal  income  of  base  families  and  the  income 
induced  by  the  spending  of  thes§  families.  Base-attributable  income  is  . 
then  used  to  determine  .the  share  of  property  tax  revenue  <that  is  ac- 
counted for  by « base  employees. 

The m employment  multiplier  @  used  to  compute  the  total  number  of  employ- 
ees in  the  area  that  is  attributable  to  base  employees.  The  number  of 
base-attributable  employees  includes  the  number  of  base  employees1,  their  ' 
working  spouses r  and,  the  number  of  employees  induced  by  tne  spending  of 
families.  "'The  member  of  schoolchildren  associated  with  induced 
employees  living  in  the  district  is  theto  calculated*  and  added  to  the 
number  of  base-connected  children  to  find  the  total  number  of  children 
that  are  in  the  district  as  a  result  of  the  bas<?.  The  number  of  those 
base-attrihutable  schoolchildren  is  then  tnu^iplied  by  per-gupil  e|feeft- 
diture  to  determine  the  amount,  of  local  educational  agency  expipdiHires 
attributable  to  »the  base,*        '  '  * 

Multipliers  are, applied  to  the  incomes  of  military  "*and  civilian  employ- 
ees, Non-Appropriated  Fund  personnel,  and  employed  military  dependents. 
The  size  of  the  multiplier  applied  to  each  category  of  employee  is 
different  because,  of  the  different  spending  \  pattern  *  of  eacfi,  type  of 
^gmplfryee.  The  most  important  difference  is  qetweerT  the  spending  *  pa tr- 
teiNQS,  of  military  and  civilian  employees?  civilian  employees  induce  more 
income  and  employment  in  the  area  because  they  do  more  of  their  shopping 
in  the  local  ^economy.     Not  as*  much  military  income  circulates-  in  the 
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local  economy  because  some'  of  it  is  spent  at  commercial  establishments 
on  the  base  itself ♦  "consequently,  the  civilian  multipliers  are  larger 
ttfan  the  military  multipliers,       *  ~ 


Trhe , Ctoission  relie^qn  a  range  of  multipliers  developed  by  the  Bureau 
of  Economic  Analysis  anV applied  it  to  each  area..  This  range covered 
*  the  gamut  of  possible  multipliers  that  could  apply  to  a  community.—7 
.  One  exception  to  the  Commission's  qse  of  the  Bureau  of  Economic  Analysis  * 
nfultipliers  'was  Douglas  Schxx>l  District,  where  the  study's  own  data 
were  used  to  calpulate  multipliers.  Douglas  was  treated  differently 
because  ^he  small  size  op  the  commercial  sector  in  the^5TsE?Wt  resulted 
in  inducsjL  effects  that  were  too  small  to  have  been  captured  bv  BEA 
studies^Aii/  *  v  '  ^  2 

( 

* 

In  the  Commission  model,  the  multipliers  ultimat^  h^  vers;  little  net 
effect  on  the  finances  oS  a  local  educational  ^ftjency;  in -fact,  they 
offset  each  other.  Though  the  sizes  of  Multipliers  for  different  types 
,  of  employees  differed,  the  employment*  and' earnings  multiplier  -applied  .by 
the  model  to  each  type  of  ^employee  ffere  of  approximately  the  same  size. 
This  reflects  the  findings  -of  the  Bureau  of  Economic  , Analysis  that  the 
size  of  the  multiplier  effects  on  income  and  employees  in  an  area  were 
of  comparable  size.-^' 

Employment  and  earnings  Multipliers  of  similar  size  meant  that  the 
percentage  of  base-attributable  income  that  was  induced  was  about  the 
same  as  the  percentage  of  base-attributable  employees  that  were  induced. 
Base-induced  income  resulted  in  increased  property  tax  revenue  for  the 
local  educational  agency'  because  part  of  that  income  was  spent  on? 
housing,  and  .at  commercial  establishments  in  the  district.  However,  the 
base-induced  employees  resulted  in  increased  expenditures  fo?  the  local 
educational  agency  because,  their  schoolchildren  imposed  education  costs. 

J76/  The  Commission  model  used  the  earnings  and  employment  multipliers 
developed  by  the  Bureau  of  Economic  Analysis  '(BEA) ,  Department  of 
Commerce,  for  application  to  military  Eases.  BEA  has  achie^d  the 
^  capacity  to  determine  military  base  multipliers  for  any  county  in 
th>  country;  Eeurlyjp^tois  year,  the  BEA  methodology  was  adopted  by 
the  Department  ^^^^^ehse  . and  domestic  agencies  as  the  standard 
approach  for  det^^^ptg' secondary  impacts  of  defense  realignments. 
These  Federal  ageiffiwlr  use  the  BEA  methodology  for  economic  adjust- 
ment purposes. 

T$e  Bureau  charges  -$S,0QG  to'  compute  region^  impacts  for  each 
u  military  base,  1  The  Commission  chose  to*  forego  this  expense  and 
apply  a  range  to  each  area, 

Y]V  The  Commission  used  data  on  retail  s$*les  In  Box  Elder  and  in  the 
general  area  to  compute  its  multipliers.  The  original  calculations 
were  made  necessary  by  the  fact  that  none  of  the  establishments 
purchased  any  of  their  intermediate' goods  from  other  stores  in  the 
district,     (The  Commission  verified  its  method  with  BEA,) 

n§/  Joseph: Cartwright  &  Richard  Beemiller,  Bureau  of  Economic  Analysis, 
The  Regional  Economic  Impact  of  Military  Base  Spendinq  20  "(Nov, 
1979).  C  * 
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*he  multiplier  effects  of  base  employee  spending,  therefore,  resulted  in 
irfduceS  income  and  employment  that  ultimately  affects  both  the  revenues 
and  expenditures  ~of  the  local  educational  agency/  Because  the  size  of 
the  earnings  and  employment  multipliers  were  about  the  same/  the  model 
found  ^hat  the  base-induced  effects  dn  revenues  and  expenditures  ulti- 
mately offset  each  other,,  resulting  in  little  net  impact  on  tftfe  finances 
cfi  the  local  educational  agency. 

The  Range  of  Results,  The  Impact  of  each  base  is  expressed  as  a  range. 
The  results  for  three  of  the  case  studies  were  within  a  range  of  $0.1 
million,  and  in  the  fourth  case,  $0.2  wii^ion^  The  span  results  from 
the  use  of  data  that  the  study  incorporated  not  as  a  single  figure  but 
as  a  range  to  encompass  all  conceivable'  possibilities.  The  data  ex- 
pressed as  a  range  include  the  following: 

1)  Per-Pupil  Expenditures,  The  model  applied  to  each  case 'study  two 
estimates  of  per-p^pil  expenditure:  the« average  of  the  qpmparable 
districts'  per-pupil  expenditure  and  the  State  average  per-pupil  expen- 
diture. These  figures  V|re\used  to  estimate  what  the  agency's  per-pupil 
expenditures  would  have,  been  if  it-had  not  received  Impact  Aid  nor  had 
to  pay  for  base-connected  children.-!^ 


V79/  The  Commission  tested  the  sensitivity  of'  the  model   to  per-pupil 
expenditurest by  determining  what  per-pupil  expenditure  figure  would 
have   to  be  used  in  each  case  stud^  to  change  the  outcome  of  the 
,  base's  impact  from  a  *S$rden  to  a  benefit.     In  three  of  the  four 
__    8  cases f  the  per-pupil  expenditure  figures  that  changed  the  outcomes 
^     wer^  so  deviant  that  no  district  in  the  State  had  per-pupil  expen- 
ditures      that  size.     In  the  fourth  case,  only  ten  percent  of  the 
districts  in  the  State  had  a  per-pupil  expenditure  figure  of  that 
size. 

The  Commission  also  t^ried  inserting  the/  national  average  of  per- 
pupil  expenditures  because  it  is  the  only  other  conceivable  per- 
pupil  expenditure  figure  that  could  reflect  what  a  district  really 
spends.*  The  purpose  was  to  see  whether*  any  legitimate  figure  that 
could  have  been  used  in  the  study  would  change  the  outcome  that  the 
burden  of  the  base  in  three  of  four  cases  was  'commensurate  with 
*  entitlement.  The  use  of  the  national  average  of  per-pupil  expendi- 
^  tures — rather  than  State  averages  and  the  ^average  of  -the  five 
comparable  districts — had  only  a  slight  effect  on  the  outcome.  THe 
burden  remained  commensurate  with  entitlement*.  The  range  of 
comparability  was  slightly  widened,  however : *using  just  comparable 
districts  and  State  averages/  the  three  burdens  fell  within  a  21 
percent,  range  of  entitlement?  when  the  national  average  was  also 
used_t^the  burdens  were  all  within  30  percent  of  entitlement. . 

The  reason  for  the  limited  effect  of  the  choice  of  the'  per-pupil 
expenditure  figures — the  average  of  the  comparable  districts,  the 
State  average,  and 'the  national  average — on  the  results  is  that  all 
P.  the, figures  applicable  to  any  district  studied  were  within  21 
percent  of  each  other. 
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2)  Multipliers,  The  model  applied  a  range  of  earnings  and  employment 
multipliers,  obtained  from  the  Bureau  of  Economicr  Analysis,  to  several 
categories  of  base  employees,     A  range  was  used  to  save  the  expense  of 

.contracting   with   the   Bureau,   to    determine   multipliers   for  each  dis- 
trict.         *               1  ' 

3)  Alternative  Use,  T^e  Commission  requested  that  local  planners  and 
land-use  experts  make  their  projection's  of  alternative  use  in  the  form 
of.  a  range  'so  that  Qeach  fcould  make  Ms  projections  with  as  much  Confi- 
dence as  possible  and^  a  consensus  among  them  could  more  easily  be 
achieved. 

Summary,  Even •  though/ the  Commission  conducted  only  four  case  studies 
and  th£  evidence  is  far  from  conclusive  with  respect  to  all  Federal 
activities,  these  studies  do  not  support  the  assumption  made  by  the 
Education  Department  that  thera.are  net  economic  benefits  to  localities 
from  Federal  activities.  The-  results  certainly  indicate  that  policies 
.  ought  not  be  made  on/ the  basis  of  that  assumption,  1 

*•     *  *   .  *  • 

Tt\e  model  developed  by#  the^Commissioncjft«^ds  further  testing  and  should 
be  adapted  so  that  the  effects  of*  otFer  Federal  activities  on  local 
educational  agencies  can  be  determined.  Should 'the  concepts  used  in  the 
case  study  method  prove  to,  be  valid  indicators  of  Federal  burderu  an* 
aggregate  stud^  model  could  be  developed. 

These  instruments  would  provide  empirical  evidence  about  the  burdens  and 
benefits  of  Federal  ictivitiesr-making  unsupported  assumptions  unneces- 
sary and  inappropriate  in  policy  making, 


F°r^^eSe  reasons'  the  Commission  'recommends  that  the  Education  Depart- 
ment:j  develop  and  use  a  model  to  ^measure  the  burden  caused  by  Federal 
^  activities,  *s  . 

*The  following  section  of  this,  chapter  contains  profiles  of  the  four 
districts  studied  with  the  Conafiission's  economic  impact  model,  and  a 
more  intensive  examination  of  the  result^ 
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D  Bellevue  School  District,  Bellevue,  Nebraska 
Introduction 

Bellevue  School  District  is  ,an  independent,  heavily  impacted  district. 
About  two-thirds  f££he  children  enrolled  in  Bellevue  schools  are  fed- 
erally-connected — (Host   of   the   federally-Connected  children   live  on 
*  Offutt  Air  Force  Base  and  are  *A"  children,  so  that  BelleVue  qualifies 

as  a  "Super  A"  district.  Since  more  than  50  percent  of  tM  enrollment 
consists  of  federally-connected  children,  Bellevue  is  eligible  bo  apply 
for  an  increased  entitlement  under  Section  3(d)  (2)  (B)  of  Public  Law  874. 
Prior  to  fiscal  year  198U  it  had  not  done  so.' 

{ 

Bellevue fs  Public  Law   874  entitlement  for  fiscal  year    1979  was  $6.07 
million,  of  which  $6.04  million  was  accounted  for  by  children  connected 
with  Offutt."  Bellevue  received  $5.19  million  in  Public  Law  874  funds 
*  that  year, 

*  "     s  .' 

The  Area 

Geography,  The  town  of  Bellevue,  with  a  population  of  about  23,500, 
covers  most  of  the  northern  part  of  the  district  and  extends  slightly 
beyond  the  northern  border.  The  southern  portion  of  the  district  is 
predominantly  rur^fc*-  Abutting  the  town  of  Bellevue  to  the  south  is 
-    ,        Offutt  Air  Force  Base,  which  lies  entirely  within  the  district. 

^     ^      The*district  is  par£  of  the  Omaha,  Nebraska  metropolitan  area,  or  Stan- 
dard Metropolitan  Statistical  Area  (SMSA)  .-i^Omaha  "is  on  the  eastern 
I  bordjy:  of  Nebraska,   separated  from  Iowa  by  the  Missouri  Rivek.  The 

\  ,  metropolitan  area  encompasses  three  counties — Douglas  aftfc  Sarpy  Counties 
in  Nebraska4,  and  Pottawattamie  Cbunty  across  the*eastern  border  in  Iowa. 
Offqtt  Air  ^Force  Base  lies  about  ten  miles  south  of  downtown  Omaha* 
Bellevue,  which  is  in  Sarpy  County,  is  the  third  largest  towrf'in  the 
Omaha  metropolitan  area.  (See  Maps  1,  2,  and  3,  infra. > 

Transportation.  Bellevue  is  bordered  on  the  east  by  the  Missouri  River 
and  lies  just,  north  of  the  Platte  River  and  its  confluence  with  the 
Missouri.  Two  interstate  highways,  Interstates  80  ahd  29,  intersect  in 
Ora^ha  to  the  north;*  U.S.  Highway  73-75  runs  north  and  south,  connecting 

j   ,  .  t 

_180/    "Federally-connected*   children   are   those  who   live   with  parents 
£  either  Jiving  on,  working  on,  or  both  living  and  working  on  Federal 

property^  There  are  two  types  of  federally-connected  children:  an 
*A*  child  lives  with-  a  parent  who  both  lives  on  and  works  on 
Federal  property;  a  "B*  child  lives  with  a  parent  who  either  lives 
on  or  works  on  (but  not  both)  Federal  property.  Federally-Connect- 
ed children  include  base-connected  children  as  well  as  children 
'whose  parents,  live  on,  work  on,  or  both  live  and  work  on  Federal 
installations  other  than  military  bases. 
/  181/  A  Standard  Metropolitan  Statistical  Area  is  a  county  (or  a  group  of 
contiguous  counties)  in  which  there  igv'a  central  city  having  a 
population  of  at  least  50,000.  "* 


♦  V 
/ 


20; 


1 


ERIC 


icons  eiurr 


"0**1  L I 


1 

OlUtL 


r- 

.  IMCWAS 

LOCAN 

KAitt£ 


.  LIKCOtN 


*«flCHCOCA 


OAWSO* 


»t0  SOLLOW 


fU»HAS 


CAKftCLO 


kCauhct 


wCtSIC* 


♦^OtSON 


L  SIOUX  01TY 


SAVtHC 


jcrrcitso* 


 — 1  OMAHA  i 


Omaha  @ JCOVK*  IWffS*! 


LEGEND 

®     Places  of  100,000  or  mor*  inhabitants 
O      Places  of  50,000  to  100.000  inhabitants 
O     PJajces  of  25,000  to  50.000  mh aba  ants  outside  SMSA's 


Standard  Metropolitan 
Statistical  Areas  fSMSA's) 


tCALC 

0      *0      20     90     4Q     lO  w«L£l 


V 


2! 
m 

CO 

to 
> 


Department  of  Commerce 


BUREAU  OF  THE  CENSUS 


erJc 


211 


-174- 
Mao  2 


-  "i 


'Standard  metropolitan  statistical (iarea 


POTTAWATTAMIE  CO.  ~. 


-Sr 


SOURCE:  BUREAU  0?  TkE  CENSUS,  U.S.  DEPARTMENT- OF  CO!. 

"city  of  dellevue 

DEPARTMENT  OF  PLANNING  AND  COMMUNITY  OEVELOPMENT 


.1MERCE 


(    RELAj  ive  to.  metropolitan  area 

r 


7 


legend: 

 ~    STATE  DOUNDARY 

 COUNTY  line  *  ' 

'         city  limits 


CITY  OF  £«r.Lt.CVVC  \ 

,  ncr/nrMENT  of  plawnikA 

COMMUNITY  DCVI.LCrMCNT  \ 


AND 


erJc 


NEBR 


/    57^3     OMAHA  ' 


COUNCIL 
BLUFFS 


RALSTON 


|  r LA  VISTA  V 

tj?  BELLE Y U •- 
Sarpy  Co. 

GFFUtT  AFIil 


2» : 


1 


ate 


-175- 


Map  3 


SCHOOLS  AND  DISTRICT  .BOUNDARIES 


legend: > 

— — fe-  '  School  District  Boundary 

  Corporate  Limits 

 Two  Mile  Zoning  Boundary 

— >  County  Line 


S  vSenior  High  School 

A  Jkrior  High  School 

o  Elementary  School 

O  Parochial  School 

O  CHAP  School 


SOURCE  :  8ELLEVUE  PUBLIC  SCHOOLS 
OMAHA  PUBLIC  SCHOOLS 

CITY  OF  8ELLEVUE  ) 

DEPARTMENT  OF  PLAN£JJtfG  ANO  COMMUNITY  DEVELOPMENT 


ERJC 


LEGEND 
ROADS  3 

O   INTERSTATE  . 
Q  U.S.HIGHV/AY 
O '  STATE  HIGHWAY 

"AIRPQBTS  . 

/^COMfvJERCIAL  /  GENERAL 
GENERAL 

•      *        •  i 

v  £  MILITARY 


21  j 


i. 


-177- 


Offutt  Air  Force «,Base,  Bellevue  and  Omaha..  State  Highway  370,  the  only 
State  highway  running  east  and  west  through  Sarp$  County,  runs  through 
downtown  Bellevue  nortlf  of  the  base.  (See  Map  4,  supra.) 

The  metropolitan  area,  served  by  nine  railroads,  is  the  fourth  largest* 
rail  center  in  the  nation.*  Burlington  Northern,  the.  longest  railroad 
system  in  the  United  States,  passes  within  one  half  mile  of  Offutt  to 
the  east  and  runs  along  the  eastern  border  of  the  city  of  B#llevue.  The 
Missouri  Pacific  Railroad,  which  connects  Canada  arid  Mexico,  runs  along 
the  western  porWTon  of   the  base  crossing   through  northwest  Bellevue. 

The  closest  commercial,  general  aviation  facility  is  Eppley  Airfield, 
which  is  owned  by  the  Omaha  Airport  Authority.  It  is  located  northeast 
of  downtown  Omaha  near  the  Missouri  River.  * 

The  Economy.  Tables  I  and  II  provide  an  overview  of  demographic  and 
economic  developments  in  Bellevue  and  the  surrounding  area: 

,   •         .  TABLE  I 

.  "  Economic  Development ,  Omaha  Area  and  U«//, 

Total  Populat'ion  and  Enployees* &y  Sector,  £950-78  " 

{numbers' in  thousands)  '  ^ 


X* 

* 

Percent  Change, 
Earliest-Most 
Recent  Year 

POPULATION 

1950 

1960 

1970 

1978 

Bellevue 

3.9 

.  8.8 

•19.4 

23.5 

5^2.06 

Omaha  SMS A 

366.4 

457.9 

540.1 

■  581.7 

.  /58.8 

U.S.  • 

151,325.8 

179,323.2 

.204,335.0 

218,717.0 

/  44.5 

MANUFACTURING 

1954 

1963 

1972 

1977 

•Sellevue 

NA 

NA 

NA 

— '    NA  " 

NA 

Omaha  SMSA 

30.6 

35.1 

38.0 

34.7 

43.4 

U.S.*  " 

J6, 125.6 

16,958.4 

19,026.8 

19,596.9 

21.5 

RETAIL* 

1954 

1963 

1972 

1977  - 

Bellevue          I  0.1 

•0.3 

2.2 

2.4J 

2,300.0 

Omaha  SMSA 

26.0 

28.6 

39.9 

44.8 

72.3 

U.S.  f 

3,845.9 

10,118.1 

12,990.4 

,14, 895. Z 

68.4 

SERVICES* 

1948 

1958 

1967 

'  .19.77 

Bellevue 

0.0 

0.2 

.  0.4 

0.4 

t 

Omaha  SMSA 

5.8 

-  ,t  11.8 

14.8 

26.0 

348.3  • 

U.S. 

1,902.1 

3,864.5 

5,029.0 

8,172.0 

329.6 

AGRICULTURAL* 

1950 

'  1959 

1969 

1974 

Bellevue 

NA 

NA 

C  NA 

NA 

NA 

Omaha  SMSA  - 

6.8 

5.5 

3.9) 

3.3 

51.5 

U.S.  > 

6,966.2 

5,294.7 

3,384.6 

3,026.7 

56.6 

a     -     -   —   ~~  ******  v*  nwiuwet   ut  estcioiisn- 

«ments  and  the  number  of  employees.     It  is  assumed  that  there  is  one 

proprietor  jer  ^establishment.      (Proprietors  are  excluded  from  -the 

data  on  employees.) 

Rounding  of  numbers  precludes  meaningful  calculation. 


NA  Not  Available. 

Source*  U.S.  Census 
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TABLE  II 


7 


9 

ERIC 


Employees  b}(  Sector  as  Percent  of  Total  Employees,! 
.Omaha  Axea  and  u/s. 
(figures  ih  parentheses  indicate  latest  yea* 
fop  which  data  are  available) 


*AG" (74) 

HAND  C77) 

*RET  (77) 

*SERV  (77) 

TOTAL 

Bellevue 

NA 

NA 

NA 

NA 

NA 

Omaha 

3.0  J 

31.9 

41.2 

23.9 

100.0 

U.S. 

6.6- 

-  42.9 

32.9 

17.9 

-100.0 

t  Total  employees  is  the  sum  of  Employees  iif*  each  sector  for  the  latesV 

year  for  which  data  are  available. 
**  Employment  in 'these  sectors  is >  the  sum  of  .the  number  of  establish- 
>   ments  and  the  number  of  employees.     It  is  assumed  that  there,  is  one 
proprietor  per  establishment.     (Proprietors  are  excluded  from1  the  data 
employees.)      ■    "~  *  , 

Source:  U.JS.  Census 


\ 


Nay 


\ 


These  data -reflect  the  following  developments: 

e  Believue's  rate  of  population  growth  is  running  far  ahead  of  the 
✓national  and  Omaha  metropolitan  area  averages.  'Believue's  population 
''has  increased  five-fold  over  the  last  three  decades,  while  the  popular 
'  tion   in  the  Omaha  ar£a  has  increased  by\  59  percent  and  the  United 
.  States  population  has -grown  by  4^  percent. 

•  The  number  of  Omah&  .employees  in  the  service  and^retail  sectors  is 
increasing  at  a  rate  faster  than  the  national  average,  while  the 
number  in  manufacturing  has  recently  decreased.  -  • 

•  Employment  in  Omaha  is  distributed  fairly  evenly  among  the  manufac- 
turing, retail,  and  service  sectors.  %  small  percentage  of  the  labo^ 
force  is  employed  in-^griculture. 

The  School  District 

For  the  last  two  decades,  federally-connected  children  have  constituted 
a  high  proportion  of  the  overall  student  population.  As  the  following 
table  showsr  federally-connected  children  have  constituted  at  least 
two-thirds  of  the  enrollment* in  the  district  since  1960. 

Number  of  Tofci^\JSuid  Federally-Connected  Children,  ^. 
Bellevue^hool  District,  1960*1979 


1960 

1970 

1979 

'Total  ADA*  'W| 

3,283 

10,4j?1 

9,191 

e^derally-connected  ADA^ 

%  2,374 

8,038 

6,073 

Source r  SAFA. 


Bellevue  School  -District  had  an  enrollment  of  9,191  pupils  in  fiscal 
year  1979,  of  whom  6,073,  or  66  percent,  were  federally-connected.  Of 

^;r«~d!r^y70nneCted  children'  6'005'  or  99  percent,  were  connected 
with  Offut  Air  Force  Base.  Of 'the  federally-connected  dhildren,-  3,256 
were  A"  children,  the  children  of  military  parents  living  on  base. 
Since  the  number  of  "A"  children  constituted  35  percent  of  the  overall 
enrollment,  the'  district  exceeded  the  20  percent  requirement  for  quali- 
fication as  a  "Super  A"  district.  "  " 

«« 

i 

,  The  "B".  children,  whose  parents  worked  but  did  .'not  live  on  Federal 
property,  numbered  2,817,  or- 31  percent  of  the  enrollment.  Of  these  "B» 
children,  2,749,  or  98  percent,  were  connected  with  Offut  Base.  'About 
80  percent  of  these  "B"  pupils  were4  the  children  of  military  parents. 

The  composition  of  Bellevue 's  base-connected^'student  population  in 
fiscal  year  1979  is  reflected  in  the  following  table:  j, 

j  Composition  of  Base-Connected  Children, 

•Bellevue  School  District,  FY  1979 

9 

Total  ADA  9, '191 

Federally-connected  ADA  6,005 

JtA"  Children  3,256 

^,  Military  "B"  "Children  2,259  ,  % 

Civilian  "B"  Children  490 

Source:  SAFA  •  /X 


With  such  a  high  proportion  of  base-connected  children,  the  Bellevue 
district  is  heavily  dependent  on  Federal  revenue  for  the  maintenance  and 
operation  of.  its  schesols.  Impact  Aid  provided  $5.2  million  in  fiscal 
year  1979—36  percent  of  the  local  educational  agency's  general  revenue. 
This  funding  was  15  percent  less  than  Bellevue' s  entitlement,  which  was 
$6.07  million  in  fiscal  year  1979.,  'Federal  categorical  aid  "added 
another  $0.3  million^  .State  and  local  revenues  provided  the  remainder 
of -the  revenue  1o  roughly  equal  proportions.  The  State  contribution  was 
-$5.1  million,  or  35  percent  of  total  revenue,  while  Bellevue  raised 
$4.0  million,  or  27  percent  of  its  revenues  from  local  sources.  This 
relationship  is  shown  in  the  following  chart:. 


182/ -"Base-connected,",  .children  are  ftiose  who  live  with*  parents  either 
living  on,  ■  working,  on,  or  both  living  and  working  on  a  military 
base.  There  are  two  types  of  base-connected  children:  an  "A"  child 
^  lives  with  a  parent  who  both  ltv.es  and  work/ on  a  military  ba'se*;  *a 
B  child  lives  with  a  parent  who  either  lives  or,  works  (but  not 
both)  on  a  military  base.  Base-connected  children  do  not  include 
those  federally-connected  children  whose  parents"  live,  work,  or 
live  and  work  on  Federal  installations  other  than  military  bases-. 


Sources  of  Education  Revenue, 
Bellevue  School  District ,  1978-79- 


^oiirce:  Bellevue  School  District 


V 


Bellevue  raised  virtually  all  of  its  local  revenue  from  the  property 
tax.  About  89  percent  of  these  revenues  derived  from  real  property 
sources  sych  as  land*and  buildings.  Bellevue  also  taxes  personal 
property.  Revenues  from  these  sources  provided  11  percent  of  Belleyue's 
property  tax  returflsj 

i  4 

if 

Bellevue ''s  average  per-pupil  assessed  valuation,  has  historically  been 
among  the.  lowest  in  Nebraska.  Bellevue' s  assessed  valuation  per  pupil 
of  $8,836  in  1979  was  the  second  lowest  of  the  297  unified  districts  in 
'Nebraska.*  The  average  assessed  valuation  per  pupil  of  $30,669  in 
Nebraska  was  247  percent  Jiigher  than  Bell-fvue's,  accprding  to  the 
Net|raska  State  Department  of  Education. 

4 

pellevue's  mill  rate  was  42.59  mills  in  fiscal  year  1979^  a  rate  laas_ 
than  the  median  mill  r^e  in  the  State,  which  was  47.61  mills. 

The  Base 

The  Vast  majority  of  Bellevue1  s  *14,105  employees— about  90  percent  of 
them—are  military.  The  base  payroll  was  nearly  $300  million  in  1979. 

■  *  - 

*  4 

The  number  of  base  employees  has  grown  steadily  over  the  last  two  de- 
cades, fueled  largely  by  increases  in  the  number  of  military  employees, 
The- following  table  reveals  this  trend: 
s/ 

'Numbej:  of  Employees- at  Offutt  Air  Fofcce  *Base,  1960-79* 
'  V  -  1960         1970  1979 


Total     '      .       "  9,573      13,408      14,T65  0* 
.MiBieary  .  8,347     11  ,^32  11,726 

^jtftfilian      .         1,226^^j/776  2,439 

*  These  figures  da  not  include  contractors  or  Non-Appropriated 
Fund*  employees.     * ' 

Source:  Department  of  De^SSse 


vVirtually  all  Of futt 'employees  lived  in  the  Omaha  metropolitan  area.  Of 
the  14,165  employees,  5,006  lifred  on  base,  either  in  barracks,  family 
housing,  or  mobile  homes.  Another  3,aj^eraployees  lived  off  base  in  the 
Bellevue  School  District.  Of  the  employees  living  in. the  school  dis- 
trict, 72  percent  w^re  military.  The  average  salary  fo^both  military 
'and  civiliarr^ployees  wasA$15,000  in  1979.  This  exceeded*  the  average 
salary  for  non-base  employees  in  the  SMSA,  which  was  $11,000. 

There  are  a  ntfmber  of  comroetcial  establishments  on  base7\inclpding  the 
PX,  commissary,  clubs,  and  liquor  stpres.  On-base  sales  totaled  $%3 
million  ^in  1979,  which  was  43  percent  of  the  total  retail  sales  in 
Bellevue.  ,  (\  ~ 

ResQlts  of  the  Economic  Impact  Study  for  Bellevue  School  District 

The  following  table  summarizes  tte,  results  fof  the  economic  impact  study 
for  the  Bellevue  School  District.— 

^  Expenditures 

Per-Pupil      Base-Attributable      Alternative  Use  ' 
Expenditures         (millions  $)  (millions  $) 


Comparable  districts  *  $1,769  /  $1<f.8-$11.0  $2.7-$2.8 
State  Average  $1,775  $10.8-$11.1  $2.7-$2.8 


Revenues 
Source  ^  


Property  taxes  $1.0-51.1  $2.9-$3.1 

State  aid  ,  $3.7r$3.8  .$0.2-$0.1 

-  Miscellaneous  '•other"  .  > 

local  revenues  $0.4-$0.4  „  $0.1-$0.,2 


T?tal  $5.1-95.3  ,  $3.2-$3.4 

Burden        -  K  ■ 

Net  Burden  =  (Current  burden  -  Alternative  use  burden) 

(Current  expenditures  -  Current  revenues)  • 
-  (Alternative  use  expenditures  -  Alternative  use  revenues] 

* 

9  Lower  Bound  Opper  Bound  *  - 

(millions  $)  (millions  9). 

Comparably  PPE:     (10. $-5.1)  -  (2.7-3.2)  '    .  (11.0-5.3)  -'(2'.8-3.4) 

$6.2  ■    •  $6.3         ;  ,  •  . 

State  avg.  PPEj     (10.8-5.1)  -  (2.7-3.2)        (11.1-5.3)  -  (2.8-3^4) 

56.2  .$6.4  f 

Entitlement  accounted  for  by  Offutt  Air  Force  Base  »  $6.0  million. 
*  Figures  rounded  for  clarity.    Those  used  in  text  areVthe  midpoints. 
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The  study  found  'that  Offutt  Air  Force  Base  imposed  a  fiscal  burden  on 
Bellevue  of  between  $6.2-$6.4  million  in  1979..  Bellevue's  Public  Law 
874  entitlement  was  $6.0  million  that  year  as  a  result  of  pupils  con- 
nectecKwith  Offutt.  The  midpoint  of  the  burden  estimated  by  the  Commis- 
sion's study,  therefore,  was  within  i:ive  percent  of  Bellevue 's  Public 
Law  874  entitlement. 

Offutt  imposed  a  burden  primarily  because  its  employees  did  not  generate 
enough  revenues  to  cover  the  costs  of  educating  their  children.  In 
particular ,  the  employees  failed  to  contribute  as  much  property  tax 
revenue  as  non-Federal  employees  paid.  Families  attributable  to  Offutt  » 
contributed  as  much  to  the  other  sources  of  revenue-- particulaf ly  State 
aid  and  miscellaneous  "other"  local  revenue— as  families  not  associated 
with  the'  base. 

In  addition,  approximately  $0.5  million  of  Of futt 's  burclen,  or  ten 
percent,  resulted  from  the  determination  thafc  Bellevue  would  have 
received  a  liscal  Surplus  from  alternative  use  of  the  site,  giv^n  the  * 
same  assessed  valuation  practices,  mill  rate,  State  aid  formula ,  and 
per-pupil  expenditures  that  are  in  effect  today.  The  agency  would  have 
benefited  from  alternative  use  because  a  large  portion  of  the  site 
have  been  used  for  industrial^purposes.  (See  Attachment  II,"  iiflrra.) 
Bellevue  has  had  to  forego  that  revenue'  surplus  as  a  result/  ^ 
presence  of  Offutt  Base  and,  the  study  found,  has  suffered 
burden  as  a  result. 

Bellevue    financed    6,168   pupils   attributable   to  Offutt  ^at   a  cost  of 
-$1  ,772  pe^paptl^  Thus,  pupils  associated  with  Offutt  imposed  costs  of 
$10.9  millibn  on  the  local  educational  agency  in  1979. 

The  employees  associated  with  the  base,  however,  contributed  only  $1.04 
million  in  property  tax  revenue— nine  percent  Of  ^:he  costs  of  educating 
their  schoolchildren.  They  paid  another  $0.4  million  in  miscellaneous 
"other"  local  revenue,  which  included  interest  earned  on  .investments, 
fines  .and  licen^^f ees •     Together,  the,  local  tax  contributions  of 

base-attributable  'employees    covered    13   percent    of    the    costs*  they 

imposed.  In  districts  throughout  Nebraska,  in  contrast,  local  revenues 
comprised  74  percent  of  total  revenues,  a  difference  of  61  percentage 
points. 

** 

Base-attributable  employees  in  Bellevue  contributed  substantially  less 
property  tax 'revenue* per  pupil  than  did  other  employees  in  the  district. 


183/  "Base-attributable"  refers  to  the"  sum  'of  "base-connected"  and 
"base-induced,"  and  applies  to  employees,  their  schoolchildren, 
their  incomes,  and  their  families.  It  also'  applies  to  expenditures 
and  to  revenues  of  the  local  educational  agency  that  have  been 
accounted  for  by  base-attributable  families.  "Base-induced"  refers 
to  those  employees  (as  well  as  ,to  their  schoolchildren  and  income) 
in  the  commercial  sector  who  were  hired  to  accommodate  the  spending 
'  of  base  employees.'  t 

•  £o 
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Base-attributable  employees  contributed  $1.04  million  in  property  tax 
revenue  and  were  responsible  for  6,168  children  in  the  Bellevue  district 
in  1979.  Their  .per-pupil  property  tax  amounted  to  $169.  Other  resi- 
dents in  the  district  paid  $2.3  million  in  property  taxes  and  accounted 
for  3,023  children,  a  per-pupil  property  tax  contribution  of  $764.  The 
^per-pupil  property  tax  contributions  of  non-base-attributable  families 
,  were. 4. 5  times  higher  than  the  contributions  of  base-attributable 
families.  .  • 


r 


The  proeirty  tax  shortfall  attributable  to  Offutt  occurred  chiefly 
because  the  places  of  employment,  "residence,  and  shopping  for  many  of 
its  employees  .were  tax-exempt.  Of  the  "ft ,487  employees  (including 
contractors)  who  worked  at  the  base,  5,006  actually  lived  on  base  or  in 
tax-exempt  mobile  homes  and  paid  no  property  taxes  on  theinT  residences. 
Another  4,235  employees  lived  off  base  in  the  Bellevue  School  District. 

Furthermore,  70  percent  of  the  employees  living  in  the  district"  were, 
military  employees  with  shopping  privileges  at  the  commercial  establish- 
ments on  base.  The,  $53.4  million  in  sales  of  Offutt  establishments  was 
equal  to  43  percent  of  the  sales  of  establishments  in  the  town 
Bellevue.  *  These  on-base*  establishments,  like  the  rest  of  the  base, 
tax-exempt.  . 

Finally,  thi'  Soldiers  and  Sailors  Relief  Act  exempts  military  employees 
who  declare  residency  out  of  State  from  paying  personal  property  taxes 
in  Nebraska  on  automobiles,  recreation  vehicles,  and  mobilY  homes. 
Because  military  employees  have  the  option  of  declaring  residency  in 
States  without*  personal  property  (or  income)  taxes,  very  few  Offutt 
employees^  actually  paid  personal  property  taxes  in  1979/ 

£ate  aid  pkr  pupil  was  higher  to  BeUevue  than  to  the  rest  of  the 
StaSe;  BelleVue  received  $555  per  pupil  in  State  aid,  compared  with  $341 
per  pWl  ifo  other  local  educational  agencies  'throughout  Nebraska". 
Nebrask>v^tjj>rmula  'increases  aid- as  the  assessed  valuation  per  pupil  in 
a  distric^-Vecreases:  the  assessed,  valuation  per  pupil  in  Bellevue  *as 
$8,836  in  1979,  substantially  below  'thej.  State  average  of  $30,669. 

The  amount  of  State  aid  to_Belfevue  that  was  triggered  by  base-attribut- 
able families, was  even  higher  than  that  accounted  for  by  non-base' 
families  in  the  District.  The  study  determined  that  the  assessed 
valuation  per  pupil  accounted  for  by  base-attributable  families  was 
$4,106— a  figure  substantially  lower  than  that  associated  with  other 
families  in  the  district  because  the  places  of  employment  and  frequently 
residence  and  shopping  of  these  families  were  tax-exempt  and  therefore 
not  assessed.  By^nserting  into  the  State  formula  the  number  of  base- 
attributable  pupils  and  the  assessed  valuation  '  associated  with  base- 
attributable  employees'"  residences,  shopping,  and  places  of  employment, 
the  study  determined  that  base-attributable  families-  accounted  for 
$3.8  million  *n  state  , aid.     Because  6,1-68  base-attributable  children 
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attended  schooL  ift  the  district,  the  amount  of  State  aid  per  pupil 
triggered  by  these  families  amounted  to  $613— $175  more  than  the 
average  of  non-bSse-attributable  families,  which  was  $438.  * 

The  following  table  compares  the  per-pupil  revenue  ccfntr ibutions  of 
bfise-attributable  families  and  other  families  in  Bellevue; 

Per-Pupil  Revenue  Contributed  by  Base-Attributable  and 
Non-Base-Attributable  Families,  by  Source,  FY  1979 


Base-Attrib.  Non-Base 


-At^rib. 


Property^Tax  Revenue/ADA                $169               $  764 
State  Aid/ADA                                   $613                $  '438  * 
Misc.  "Other*  Local  Revenue/ADA     $  67  $%  67 

Total  *  $849  $1,269 

r  # 

The  table  show§  that  the  additional  State  aid  triggered  by  base-attrib- 
utable families  was  substantially  less  than  .  the  shortfall  in  their 
property  tax  contributions.  Thus,  the  burcien  found  by  the  study  appears 
to  be  the  result  of  the  failure  of  base-attrib.utable  families  to  con-* 
tribute  as.  high  a  share  of^  property  tax  revenue  as  did  -pther  families  in 
the  district.  '  %  '  . 

The  correspondence  between  the  Commission's  finding  of  a  $6.3  million 
burden  and  the  Public  Law-  874  entitlement  o*f'  $6.0  jniliion  for  Bellevue 
stems  chiefly  from  two  factors: 

•  The  data  used  by  the  Commission  and  applied  by  the  Public  Law  874 
formula  proved  to  be  similar.  ,  The  local  contribution  per  pupil 
("local  contribution  rate,"  or  LCR)  figures  were  approximately  the 
same  because  discrepancies  between  data  used  to  compute  the  figures— 
per-pupil  expenditure  and  local  share  of  expend itures— rwe re  minor.  In 
addition,  the  figures  for  weighted  number  of  pupils  were  similar 
because  the  size  of  the  commercial  property  tax  contributions  and 
miscellaneous  **other*  local  revenues  conferred  ,'by  base-attributable 
families—a  consideration  that  was  taken  into  account  by  the  Comnrrs*-* 
sion  model  but  not  by   the  Public  Law  874  formula—was  very  smaj/l. 

„#*The  Public  Law  874  formula  captured  virtually  all  *the  patterns  of 
Federal  impact  that  'the  Commission  found  applied  to  Bellevue  School 
District.  The  Commission  found  that  insertion  of  its  data  into  the 
Public  Law  874  formula*  resulted  in  an  estimate  of  entitlement  within 
*  ten  percent  ofr  the  Commission's  final  determination'  of  burden.  The 
variables'  in  the  formula  therefore  explained  most  of  the  burden  found 
by  the  Commission. 

The  Public  Law  874   formula  determines  entitlement   by  multiplying  the 
local  contribution  rate  (LCR)  by  a  weighted  number  of  f ederally-connect-' 
ed  children  in  the  various  categories  for  wfyich  provision  is  made  in  the 
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law,  Belle^ue'S  local  contribution  rate  in  1979  was  $1  ,273—arrived  at 
under  the.  Public  Law  874  fornyila*  Ipy  multiplying  the  pec-pupil  expendi- 
ture of  ^ellevue's  cfcraparable  districts  by  the  Ipcal  share  df  current 
expenses -in  those  districts*  The  Commission  found  that  insertion  vof  its 
own  data  into  the  Public  Law  874  formula  resulted  in  a  local  contribu- 
tion of  51 c 170  per  pupil, 

The  following  table  shows  how  the  local  contribution  rate  for  Bellevue 
was  determined  under  current  law  and  what  that  rate  would  have  been  if 
the  study's  da£a  were  used? 

Local  Contribution  Per  Pupil  and  ICR,  Determined  Using 
Commission  Data  and  P.L.  874  Data,  Respectively 


*Per-Pupil 
Expenditure 

Local 
Share 

Local  Contribution 

Per  Pupil/LCR 
{PPE  x  Local  Share)  • 

Commission* 

$1,772 

0.66t 

$1,170 

P.L.  874 

$1,568+ 

0.81 

$1,273 

to 


f 


The'  Commission  figures  represent  the  mi4£>oint  in  the  range  of  data 
determined  and  tfSed  by  the  study.  # 
+  Bellevue  determined  its  per-pupil  expenditure  under  Public  Law  874 
by  taking  the  weighted  average  of  the  per-pupil  expenditures  for 
1977  in  five  comparable  districts  approved  by  the  Office  of  Educa- 
tion* 

t  Study's  determination  of  non-State  share  of  cost^  of  base-attrib- 
utable pupils,   1  /  ~  ■    

The  Commission^  determination  of  local  contributipn  per-pupil  differed 
by  less  than  t%n  percent  from  the  local  contribution  rate  under  Public 
Law  874.  The  reason,  in  effect,  was, that, the  discrepancies  between  the 
data  applied  by .  the  ^iblic  Law  874  *  formula  and  the'  data"  u^ed  by  the 
Commission  offset,  each  .other.  ^The  per-pupil  expenditure  used  by.  the 
Commission  was  higher  than  that'  applied  by  the  Public  Law  874  "formula, 
while  the  Commission's  local  share  of  these  expenditures  was  lower  than 
the  Public  Law  874  figures* 

The  per-pupil  expenditure  figure  used  by  the  Commission  was  higher  than 
that  used  tinder  Public  Law  874  because  the  Commission1*  data  were  more 
current.  The  CSmnnission^  used  fiscal  year  1979  data  from  Bellevue's 
^comparable  districts  and  from  the  State  to  estimate  Federal  impact  in 
fiscal  year  1979;  the  Public  ^aw  874  formula,  meanwhile,  applied,  per- 
pupil  expenditure- .figures  from  fiscal  year  1977  to  estimate >Bellevue,s 
entitlement  for  fiscal  year  1979.  This  two-year-old  data  did  not 
reflect  the  cost  increases  that  occifrfed  between  1977  and  1979. 

On  the  other  hand,  the  Coritoission 's  estimate  of  the  local  share  of 
current  expenditures — whi'dh  amounted  to  66  percent  of  total  expendi- 
tures—was lower  than  the  .determination  of  locals  share  made  under  the 
Public  Law  874   formula.     The  discrepancy  result^  f^gat  tfie  different 

*  1  s  ' 
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approaches:  the  Commission  estimated  .the  *  local  share  of  ,3ellevue ' s 
current  expenditures  for  base-attributable  children  within  the  district? 
the  Public  Law  874  formula  applied  the  local  share  of  current  expendi- 
tures for  all  children,  in  Bellevue' s  comparable  districts.  The  State 
share  of  current  expenditures  ways  higher  (and  the  local  share  lower)  for 
base-attributable  pupils  in  Bellevue  than  it  was  for  the  children  in  the 
comparable  districts.  The  State  formula  in  i  Nebraska  increases  aid-  as 
the  per-pupil  assessed  valuation  in  a  district  decreases;  because  the 
assessed  valuation  pec  pupil  associated  with  base-attributable  families 
in  Bellevue  was  lower  than  it  was  for  families  in  the  comparable  dis-q 
tricts,  they  triggered  more  State  aid.  The  assessed  valuation  per  pupil 
associated  with  Bellevue1 s  base-attributable  families  was  l$4,  106 — 
substantially  lower  than  the  $29,874  for  families  in  the  comparable 
districts.  Base-attributable  families  were  Nassociated  with  a  lower 
per-pupil  assessed  valuation  because  their  families  work  and  frequently 
live  at  Federal  facilities  that  are  tax-exempt  and  therefore  not  as- 
sessed at  all.  * 

The  Commission  estimated  the  local\shareT  by  first  determining  the 
current  expenditures  imposed  by  base-attributable  children  and  the  State 
revenue  triggered  by  Ijpse-attributable  families.  The  Commission  then 
divided  the  difference  between  the  two  figures  by  base-attributable 
current  expenditures  to  arrive  at  local  share.  [Local' Share  ■  (Expendi- 
tures, Base-Attributable  -  Statue  Revenue,  Base-Attributable)  -r  Expendi- 
tures, Base-Attributable] * 

Consequently,^  the  Commission's  higher  £er-pupil  expenditure  figure  and 
lower  local  -siwtre— neariy  offset  eech  other  in-  yielding  &  local  contribu1' 
tion  per  pupil  that  was  within  ten  percent  of  the  local  contribution 
r^te  applied  by  Public  Law  874  to  Bellevue^* 

• 

The  Public  Law  874  formula  determines  entitlement  by  multiplying  the 
local  contribution  rate  by  the  weighted  number*  of  federally-connected 
children.  The  weights  assigned  to^each  child  differ  on  th£  basis  of  the 
statute's  estimate  oi  the  relative  property  tax  burden  imposed  by  each 
child's  family.— 7  '  • 


1 84/,  Children  of  military  ^patents  living  on  base  are  assigned  a  weight 
of  1.0  according  to  the  rationale,  that  their  parent^  cqntribyte^no 
property  tjaxes  to  the  local  educational  agency;  children  of  mili- 
tary parents  living  off-  base,  on  the  other  hand,  are  assigned  a 
weight  of  0.5  on  the  ground  that  their  parents  pay  property-  taxes 
on  their  residencej^^which  are  assuuied  to  account  for, 50  percent  of 
all  property  •  tax  reyenues.  Other  weights  are  assigned  to  pupils 
who  are  the  children  of  civilian  employees,  and  tfheir  weights 
differ  according  to  whether  their  parents  live,  in  or  out  of  the 
,  county.  Finally,  still  other  weights  are  assigned  to  those  chil- 
dren participating  in  special  education  programs.  The  Commission^ 
assigned ' induced  children* a  weight  of  0.45,  the  same  weight  that  is 
given  by  Public  Law  874  to  children  of  civilian  employees  who  work 
in  the' county.  *  *    , * 
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The  Ccmmissioh  considers  these  property  tax  contributions  from  base- 
attributable'  families  but  also  takes  into  account  their  contributions  to 
COmmerc  *ilproperty  tax  reven«es  and  local  ■  non-property  tax  revenues. 
If  the  Commission  model  were  to  incotporate  these  revenue  contributions 
into  th/ public  Law  874  formula,  the  effect  would  be  to  lower  the  weight 
applied  by  Public  Law  874  to  measure  burden.,    <  t 

TojTetermine  how  well  the  variables  in  the^Public  Law  874  formula 
captured  .Federal  impact  as  measured^by-tKe^Commlssion  model,  the  Commis- 
sion estimated  entitlement  by  inserting  its  own  data  into  the  Public  Law 
,674  formula.  The  two  inserted  variaW.es— somewhat  different  from  those 
actually__applied  to  Bellevue*  by  the  « formula— were  the  Commission's 
determination  of  the  local  contribution  per'  base-attributable  child  and 
the  number  of  base-attributable  children . using  the  weights  assigned  to 
these  childr*  by  Public  Law  874.  m  determining  the  number  of  chil- 
dren, the  Commission  included  base-induced-^2/ children  in  the  district 
as  well  as  children  directly  "connected  to  the' base.  The  Commission 
incorporated  induced  employees  arid  their  schoolchildren  into  all  calcu- 
lations of  base  effects  on  expenditures  and  revenues. 

A  comparisort  of  the  determinations  of  entitlement  usjjig  ComaiT^wu  „«,.« 
and  data  provided  under  Public  Law  874  yields  the  following  results: 

Ejtitlement,  Determined  with  .P.L.  874  Data  and 

/Commission  Data  (Using  P.L.  874  Weights)  * 

Public  Law  874-  -  -Commission 


Local  Contribution  Per 


Local  Contribution  Rate  '$1.,273  v  Base-Attributable  Child  $1,170 

Weighted  Number  of  Weighted  Number  of 

x  Base-Connected  Children'    4,746  1  x  Base-Attributable  Children  4,819 

■  Entitlement             $6,0  million  *  Entitlement  $5.6'million 

This  $5.6  million  figure— reached  by  inserting  Commission* data  into  the 
.Public  Law  8.74/  formula— is  11  percent  below  the  Commission's  final  re- 
sult of  a  $6y3  million  burden.  "This  closeness  suggests  that  the  Public 
Law  874  formula  captured  most  of  the  same  dynamics  of  Federal  impact 
■that  the  Commission  found  were  taking  place  in  Bellevue. 

The  $b,7  million  difference  is  mostly  the  result  of  the  budget  surplus 
of  $0.5  million  that  would  have  accrued  if  the  site  were  to  have  been 
used  by  the  private  sector  and  t!fexed  at  the*  current  mill  rate.  The 

PUbl^LLaW  874  foEmula  does  not-  ta*e  int°  account  alternative  use  of  -the 
base  Site. ^  The  Commission  model  treated  this  surplus  as  an  increased 
burden  because  the  local  educational,  agency  could  hav.e  been  that  much 

185/  see  note  183,  supra,  regarding  tie  term  "base-induced." 
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better  off  if  the  base  had  not  been  established*  The  remainder  of  the 
difference  between  the  entitlement  determined  yt~th  Commission  data  and 
the  Commission's  burden  resulted  from  the  Commissions  consideration  of 
the  contribution  to  commercial  property  taxes  and  miscellaneous  "other" 
locatL  revenues_jof_base-attributable  employees.  \ 


The  Commission's  determination  of  burden  was  commensurate  with  Belle- 
vue 's  entitlement  under  the  Public  Law  874  formula  because  data  used  by 
the  Commission's  study  proved  to  be  comparable  with  data  applied  in  the^ 
Public  Law'  574  formula,  and  because  the  variables  in  the  formula  cap- 
tured most  of  the  Federal  impact.  The  Commission's  results  showed'that 
ttie*data  on  per-pupil  local  contribution  that  was  used  in  the  Public  Law 
874  formula  wa^  within  ten  percent  of  the  data  arrived  at  by  the  Commis- 
sion. The  results  also  suggested  that  the  vaxiables  in  the  formula 
itself  explained  about  90  percent  of  the  impact  of  d££utt  Air  Force  Base 
on  Bellevue.  |^The  remainder  of  the  Commission's  result  was  explained 
chiefly  by  the  alternative  use  surplus,  which  was  not  taken  into  account 
by  the  Public  Law  B74  formula. 

Results  of  Alternative  Use;  Bellevue 

The  study  reckons   that  Bellevue  would  have  received  a  budget  surplus 
under  alternative  use  of  the  site  now  occupied  by_Offutt  Air  FoccJe  Base. 
'The  revenues  contributed  by  the  site  would  have  exceeded  the  expendi- 
tures  required  for   schoolchildren  associated  with  it  by  $0.5  million. 

Virtually  all  the  revenue  would  have  been  provided  by  the  property  tax. 

-  « 

The  surplus  would  have  resulted  from  the  heavily  industrial  use  of  the 
sltei  50-60  "percent  af~~ttre  developed — land  -would  have  been  treed  - 
industrial  purposes.  (See  Attachment  IX/  infra.)  While  Bellevue  would, 
have  received  substantial  tax  -payments  from  tne  industrial  firms,  the 
costs  of  educating  the  children  of* these  industrial  employees  would  have 
been  relatively  small.  Commuting  patterns  of  civilian  employees  at 
Of futt  suggest  that  only  40  percent  of  the  industrial  employees  would 
have  lived  in  Bellevue  School  District.  The  firms  on  the  site  would 
have  paid  property  taxes,  but4  because  relatively  few  of  the  employees 
would  have  lived  in  the  district,  the  number  of  children  att^iding 
schools  in  Bellevue  Sctffeol  District  would  have  been  relatively  small. 
The  result  would  have  been  an  assessed  valuation  per  pupil  of  $45,185 
asociated  with  the  site— a  figure  47  percent  higher  than  the  current 
State  average.  ~  ~- 

The  amount  of  expenditures  under  alternative  use  would  have  been  sub- 
stantially smaller  than  they  are  now  because^  the  number  of  children 
associated  with  the  site  would  h£ve  dropped  from  6,168  to  1  ,535.  'This 
decrease  would  have  occurred  for  two  reasons?  the  number  of  employees 
working  on  the  site  under  alternative  use  wouldjtxave  declined,  as  would 
have  the  number  of  schoolchildren  associated  with  these  employees. 
Of futt  employed  14 ,487* people  in  1979,  81  percent  of  whom  were  military? 
under  alternative  use,  the  industrial  and  commercial  establishments  that 


comprised  .75-80  percent  of  the  usable  -land  would  have  employed 
4,693  people—or  only  46  percent  of  the  , employees  at  Offutt.  The  other 
reason  i-s  that  the  number  of  schoolchildren  per**  family  would  have 
decreased.  At  Offutt  there  were  6,005  pupils  connected  w^Bh  the  9,103 
employees  living  on -base"  and  in  the  school  district  in  1979,  a 'ratio  of 
0.66  that  reflected  the  large  number  of  military  employees  who  had 
families.  Among  residents  of  the  Omaha  metropolitan  area,  the  ratio  of 
pupils  to  employees  was  only  0.41/(iwhich  is  the  figure  that  the  model 
used  in  determining  the  number  of  schoolchildren  under  alternative  use. 

Most^evenues  would  have  come  in  the  form  of  property- taxes  from  the 
site  itself.  More  than  half  the  property  tax  revenue  would  have  origi- 
nated from  industrial  uses.  One-fourth  of  the  revenue  would  have 
derived  from  commercial  sources,  which  would  have  occupied  20-25 
percent  of  the  site.  The  remainder  wou;d  frave  come  primarily  from 
residences  on  the  site. 

-    '     ■      .     (     ;  '  '  "  ■ 

The  State  would  have  provided  only  $,0.1-$0.2  million  to  Bellevue*  on  the 
basis  of  the  site  alone.  The  State,  formula  decreases  aid  as  per-pupil 
assessed  valuation  increases.  The  assessed  value  per-pupil  of  the  site 
would  have  increased  to  $45,185,  which  would  have  had  the  effect  of 
increasing  the  entire  district's  assessed  valuation-  per  pupil  from 
$8,836  to  $27,478.  The  assessed  vaulation  per  pupil  in  the  State  of 
Nebraska  was.  $30, 669^  1979. 

The  remaining x $0.1-0.2  million  in  revenues  from  employees  -and  residents 
associated  with  the  site  resulted  from  their  payment  of  miscellaneous 
local  fees-  and  chgfges^  and  the^r  contributions  to  the  Interest  earned 
On  investments.      m  ;  "  ~  1 
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ATTACHMENT  I 

STATISTICAL  PROFILE,  BELLEVUE  SCHOOL  DISTRICT,  FY  1 979 
Sunpary 

I,  School  District 


Average  Daily  Attendance  (ADA)  1 

Total  9,191 

Base  6,005 

Military  A                       3  3,256 

Military  B  2,259 

Civilian  Br  490 

# 

Bage  Employees 

Total  4  .  14,487 
Military*  total            .                       *    1  11,706 

Living  in  rifjh*rict ,  on  base      -  4,868 

Living  in  dfijjrict,  off  base  2,948> 

Civilian,  total^  2,761* 

Living  in  district  1,287 

Acres     #'  " 

Acres,  district  14,160 

Acres,  base                                         .  2,656 


II •  Local  Educational  Agency 

Fer-pupil  expenditure,  average*  of  ?  '1,769 

comparable  districts        mm  .  * 

Per-piipil^  expenditure,  State  average  $  1,775 

l^tal  Property  Tax  Revenue       "  %  $3,350,000 

Residential  sources      ,  $2,242,000 

Commercial  sources  $'  507,000 
Industrial  &  agricultural  sources      $  601,000 

Total  General  Fund  State  Aid  $5,103,000 

Miscellaneous  "Other*  Local  Revenue        ,    $  615,00G! 

P«L.  874  Entitlement,  $6,040,000 

Off ut  Air  Force  Base  ;  * 

P.L.  874  Payment  $5,185,000 


Current  Use 


S 


I •    Current  Expend! tures 


Average  personal  income  1  * 
ADA/  Job 

Per-pupil  expenditure,  comparable  districts 
Per-pupil  expenditure.  State  average 
ADA,  base 


$157200 

0.414 
*4  $1,769 
$1,775 
6,005 


XI.  Current  Revenues 


■  i  TYPE  OP  EMPLOYEE 

NUMBER 

AVG.  WAGES  &  SALARIES 

living  in 
district 

SMSA  (excl. 
district) 

living  in 
district 

SMSA  (excl. 
district) 

Civil  service 
Non-Appropriated  Fund 

employees  (NAF) 
Contractors 
W&rking  spouses 

648  . 
317 

322 
222 

987 
487 

0 

225 

$17,617 
$  8,000 

$11,386 
$  IV,  386 

$22,038 
(58/000 

* 

$11,386 

Military  off  base 
Working  spouses 

2,798 
1,167 

3,910 
1,693 

$11,518 
$11,386  ' 

$13,387 
$11,386 

Military  on  base 
Military  living  in 
mobile  homes  

'4,868 

0 

 7  0  — I 

$16,377 

* 

 — *  *- 

Working  spouses 

 150-  

2,331 

0  I 

$14,513 — 
$11,386 

* 

Not  applicable 

Personal  Income  Adjustment,  base  employees  (except  NAF) 
Personal  Income  Adjustment-,  NAP  employees 


1.18 
1.0? 


Net  Multipliers  '  ,  / 

Civil  service  employees  *  "              >       .24  -  .40 

Spouses,  civil  service  employees  .00  -  .40 

,NAF  employees           *  #23  -  .37 

Military  employees  .17  -  .33 

Spouses,  military  employees  -.00*-  .33 

a.  Residential  Property  Tax  Revenue  ($2,242,000) 

Population^  SMSA,  1978  58*, 700 

Enrolltffnfc, ~d£s^rict,  1977       -  10,082 

.Enrollment,  SMSA,~>£H77  .  136,402 

Per  capita  personal  income,  SMSA  '  $8,489 

ADA,  non-base-connected  families  t  3,186 

ADA,  low-rent  public  housing  *  0 


2 


JO 


\ 


b.  Commercial  Property  Tax  Revenue  ($507,000) 

Percentage  of  personal  income  spent /bn 
retail  goods,  and  taxable  services 

Military  payroll ,  employees  living 
on  base  and  in  SMSA  - 

Infcome  of  retirees  living  in  SMSA  J 

Total  on-base  sales 

Total  retail  sales  &  taxable  services 
receipts  in  Bellevue 

Total  retail-  sales  &  taxable  services 
;  receipts  in  SMSA 

*    "  * 

c.  General  Fund.  State  Aid  ($5,103,000). 


59.3% 


171,811,000 
33,523,000 
53,430^,000 


$  123,013,000 
J^,022-,430,400 

$4,093,000 


Non-categorical  a,id 
Categorical  aid  6  miscellaneous  "other*  aid     $.1/010, 00p 

d.  Miscellaneous  "Other*  Local  Revenues  (Non-Property 
Tax  Revenues)  ($615,000) 


Total  ADA,  district 

Miscellaneous  •other*  ^>cal  revenue, 
function  of  ABA 

Miscellaneous.' *othfer*  local  revenue, 
function  of  local  educational  agency 
revenues  (Interest  income)  „ 


9,191 
$354,000 

$261,00,0 


Alternative  Use 


III.  Alternative  Use  Expenditures  * 

Average  personal  income       -    •                 *  $15,200 

ADA/Job              ,  ,  0.414 

vPer-pupil  expenditure,  comparable  districts  1,769 

Per-pupil_expenditure,  State  average       t  $  1,775 

IV,  Alternative^  Use  Revenues 


1 

No. 
Acres 

%  Land 
Used 

Avg,  lTa* 
Per  Acre 

Emp.  Per 
Acre 

Avg*: 

wss. 

Indydtrial 

952-1,141 

0.5' 

$3341 

7.094 

'$16,20*3 

Cafaaerical 

^475-381 

0.5 

$316-9 

12.738 

$  6,774 

Number  of  working  spouses  of  alternative^ 

use  site  employees  ,  1,314  -  1,329 

Average  W$S,  working  spouses  of  alternative 

use  site  employees  $11,386 


Personal  Income  Adjustment  .  1  18 

.   Net  Multipliers  '  "*  1 

Alternative  use  employees'       '  *r  s    ./  -#24  -  .40  ~* 

-    Alternative  use  yorking  spouses  ,  .00  -  ^40 

a*  Residential  Property  Tax  Revenue  {$2,242,000) 
* 

.     percentage  induced  income  accruing  to  ■     ■     ~  \ 

district  residents  -  1  0.044%' 

Per  capita  personal  , income,  SMSA   .  *  $8,489 

ADA,  noh-baSe  connected  -families  -  /  ,  3,186' 

b^Conyaerclal  Property  Tax  Revemte  ($$07,0,00).    <       '  *    "     •  ■ 

(In  Bellevue,  all  commercial  property  tax  revenue  attributable 
,     .  to  alternative  use  employees  i*s  "included,  in  the  revenue  gener- 
ated by  the  site  itself)  ■     .     .  • 

c.  G^rctal  Fund-  State  iiid  ($5;,A03fQ00)       t      *  * " 

Non-categorical  aid  ^  ,  *  ,  ^  $4/093,000  \- 

Categorical  and  miscellaneous --"other" 

State  aid  $1,010,000 


Miscellaneous  "Other*  Local  Revenues  (Nou-Ptoperty  

*ax  Avenues)     ($615^0)  * 

*  * 

Total  ADA,*  district  *  g-^gj 

Miscellaneous  * "other"  local  revenue, 

function  of  ADA  '       ,  ,  $354,000* 

Miscellaneous  "other"  local  revenue, 

function  of  local  educational  agency 

revenues  (Interest  income)  *  $261,000 


\  .  ATTACHMENT  II  ■ 

BASIS  PpR  PROJECTIONS  OP  ALTERNATIVE  SITE  USE 

*; 

Estimates  regarding  how  the  site  occupied  by  Offutt  Air  Force  Base  would 
have  been  used  if  the,  base  h'ad  not  been  established  were  made  by  three 
experts  on  land  use  in  bhe  area;  V  » 

Jtoger  Corbin,  Director  of  Community  Development,  City*  of  Bellevue 
„-  >  John  Watters,  Chairman,  Planning  Commission,  City  of  Bellevue 
•*    Al  Dvorek,  Sarpy  County  Tax  Assessor  ^ 

They  separately  reached*4  a  consensus  that  the  site  would  have  been  used 
v  f  or  the  following,  purposes: 

♦  50— 6g0  percerfV  industrial 
20-25,  percent  commercial 

•  20-25  percent  residential 

4  The  following  sections  summarize  their  main  points:         ■  • 
INpOgTRIAL ,  ■ 

The  Site  occupied  by*  Offutt,  according  to  Corbin,  is  a^  "first-class 
industrial  tract"  for  the  following  reasons:  *  "  ^| 


Access  to  Port  Facilities .  The  Offutt  site  is  situated  within  a  few 
miles  of ^both  the  Missouri  River  to  the  east  and  the  Platte  River  to  the 
south*  *  More  river  frontage  i&£?ailable  to  the  site  than  is  available 
,to  adjacent  Douglas  County, ^filch  is  heavily  industrialized*  One  firm, 
the.  Allied  Chemical  Company,  ha^  taken  advantage  of  this  accessibility 
and  located  between  Offutt  and  l?ne  conflueoce  of  tfye^riyers,  three  miles 
south  of  the  base.  As  an  agribusiness,  Allied  Chemical  relies  heavily 
•on  the.  two  rivers.      1  .  ~ 

e  proximitv  of  the  Offutt  'site, to  river  transport  does  not  make  it 
sceptible  m>  the  risks  of  flooding,  according*  £o-~fc^e  experts.  The* 
site's  'altitude  puts  it  beyond  the  flood  plain,  making^it,  in  Corbin's 
words,'  "high  and,dry."  \ 

*  *        *±  * 

Access  to  Qther'^Ta^nsportation.  The  Burlington  Northern  Railroad 
borders' the  base  less  than  one-half  mile*  to  the  eastr.  tfhis  segment  of 
the, railroad  was  builT  in  1870/  18  years  *  before  President*  Cleveland 
signed  the  bill  that  authorised  the  purchase  of  what  is  now  Offutt  land 
for  tfye  site  of  the  original^  Fort  Crook., 

Sepsratiftg  the  Offutt  Base  proper  from  the  military  family  housing  is 
Highway  73-75,  which  was  a  h$avily-»traveled  route  before  the  Fort  Crook 
purchase  and  remains  so  today.  It  is  the  only  four -lane  highway  in 
Nebraska  that  ru$s  north  and  south. 

Inexpensive  Land.  Offutt  would  sell  for  $0.15-J?0\2G  per  square  foot  if 
vacant  and  sold  as^industrial  land ,^  according  to  Progress^  West,  an  Omaha 
real  estate  firm*  This  compares  favorably  with  the  price  of  indus£rial 
land  clo?e  to  Omaha,  which  has  ffecently  sold  for  $0.30-$0.35  per  square 
foot.     ^  .  G  . 

\ 
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*  * 

)  * 

Availability  of  'Labor r  The  population  of  the  Omaha  SMSA '  is  nearly 
581f700,  with,  downtown  Omaha  10  miles  away  from  th^|  site.'  Over  98 
percent  of  the  employed  labor  force  is  in  non-agricultural  employment;  • 
of "these -employees,.  25.2  percent  are  in  traded  13*9  percent  in  manufac- 
turing; 8.7  percent  ^transportation,  communication,  ar^d  utilities;  and 
4,6  percent  in  mining  and  construction.     v  '  w* 

Industrial  Plants  Nearby.  The  location  of  the  plants  nearby  suggests 
that  industry  finds  the  area  desirable.  A  meat-packing  factory  and  a 
radio  parts  plant  have^ located  ori  inferior  industrial  land^one-hall  mile 
northeast  of  the  base.  The  land  is  inferior  to'offcutt.'s  because  it  is"' 
lower—and  therefore  more  susceptible*  to  flooding^aftd  because  roai 
access  is  poor.  Other  nearby  plants  include  National  Byproducts  render v 
ing  factory  one  mile  south',  the  Allied  Chemical  plant  three  miles  south, 
and  a  tailing  factory  opt  Highway  73-75  to  the  west, 

Offutt^s  Plant.  Building  D  was  used  for  industrial  purposes  from  ,1941 
to  1944.  The^  1,3  million  square 'foot  building,  that  now  houses,  the 
world's  largest  ^computer  compilex,  was  used  for  aircraft  assembly 
producing  about  55  finished  planes  per'month.  As  many  as  14,500  people 
were  employed  there  at  one  time,  though  9,000-10,000  employees  was  about 
average.- \  (This  compares  with  the  economic  impact  study's  projection 
that  7,513-9,022  employees  would  work  at  industrial  facilities  on 
Offutt.  Thetse  projections  were_  based  on  employee  per-acre  figures  for 
the  Omaha  J3MSA.)  ^  * 

COMMERCIAL  .  '*  J  • 

Projections  about  commercial  use  of  the  site  focused  on  use  of  Highway 
73-75,  which  separates^he  western  edge  of  _  thg  base  proper  from  the  mil- 
itary family  housing.'  The  side  opposite  Gffutt  is  lightly  commercial, 
as  the  town  placed  it  under  commercial  restrictions  at  the  request  of 
the  base,  according  to  the  Bellevue  Chamber  of  Commerce.  The  rest  of 
the  highway  in  Bellevue  is  occupied  almost  exclusively  by  commercial 
outlets.'  "*  . 

> 

Of  the  240,892  employees  in  tfie  SMSA,  21  percent  are  employed  in  ser- 
vices and  13. 7V percent  .in  finance,  insurance,  and  real -estate-.  m 

RESIDENTIAL  * 

\     _  * 

Estimates  regarding  -residential-  use  were  based  'on  development  patterns 
along  ttjja^ert^ern  border  of.  the  base.  The  residential  section  of 
Bellevtifc  originated  just  northeast  of  the  base,  and  that  section  remains 
the  most  densely  populated  residental  section  of  the*  city.  Much  of  the 
residential  migration  was  westward,*  along  the  northern  border  of  the 
base,  so  that  the  section  north  of  the  base  is  thickiy  residential/  The 
land  in.  the  northern  part  of  the*  base  is  suitable  for  residential 
development,  according  to  Cqrbin.  The  military  family  housing,  which 
consists  of  multi-room  residential  apartments,  would  have,  been  <usj3d  in 
kmuch  the  same  way,  according  to  Dvorek  and  Sorbin.  ^ 

O  'Q  - 

(~  kJ  i. 


S 


2)  Douglas  School  District,  Box  Slder,  South  Dakota 
Introduction  * 


pougla5*-*3qhool  District  is  an  independent,  -  heavily- impacted  district  in 

which  79  pe?ce£tt^  of  the  children  ..enrolled  are  base-connected,  'The 

vast  majority  of  the**eb^ldren  reside. on  Ellsworth  Air  Force  Base  and  are 
"A*  children,  so  that  Dotig^as  is  3  "Super  A*  district.  Since  more  than 
50  percent  of  tfie  enrollment^  at  the  schools  of  the  local  educational 
agency  is  base-connected,  Dougtaf  is  eligible  to  apply  for  an  increased 
entitlement  under  section  3{dH2r(§}  of  Public  Law  874/  Prior  to  fiscal 
year%1979,  it  had^one  so  only  in  fiscal  year  1978, 

Douglas1  "Public  Law  874  entitlement  *:£or  fiscal  'year  1979  was  $1.93 
million,  and  it  received  $1.87  million. 

The  Area  ^ 


Geography.  ~*  Douglas  School  District,  which  waV  organized  in  the  1950's 
to  accomodate  children  associated  with  Ellsworth  Air  Force  Base,  is 
located  in  rural,  western  Seuth  Dakota.  The  arek  consist?  of  vast  open 
land  used  for  grazing  cattle  and  sheep.  The  Black \Hills  ar^  a  few  miles 
to  th*e  west  hear  the  western  border  of  South  Dakota;  Mount  Ri^hmore  is 
within  an  hour's  drive.  .  x  \  f  - 

The4  district  is  10  miles  from  Rapid  City,  a  town  of  S£t97G  that  is  the 
second  largest  in  South  Dakota.  The  district  spills  ovjer  from  Penning- 
ton County,  which  also  houses  Rapid  City,  into  Meade\  County  to  the 
north.  The  largest  town  in  the"  Douglas  School  District^  is  Box  Elder, 
which  has  a  pppulation  of  865.  (See  Maps  5  and  6,  infra.)  \  1 

Transportation.  Box  Elder  is  10  miles  east  of  Rapid  City,\to  which  it 
is  connected  along  flat  range  land  by  Interstate  90a  Transportation 
in  the  Rapid  City  area  depends  heavily  on  Interstate  90,  which  runs 
east-west  across  the  State  of  South  Dakota  and  offers  seven  ^$citffT.nto 
the  town.  This  highway  provides  an  important  route  for  Rapid  city's  20, 
trucking  companies  and  two. interstate  bus  lines,  ^hree  freight  Vailroad 
lines  intersect  at  Rapid  City.  The  Rapid  City  Airport,  with^f act liti$s 
for  three  airlines,  is  eight  miles  east  of  the  city.  \ 

186/  "Base-connected*  children  are  those  who  live  with  parents  e\ther 
living^on,  working  'on,  or  both  li,ving  ,and  working  on  a  military 
base.  There  are  two  types  of  b^se-connected  children?  an  n\n  elm  Id 
lives  with  a  parent  who  both  lives  and  works  on  a  military  basefta 
*B"  child-  lives  with  apparent  who  either  lives  or  works  (but „ not 
both)  on  a  military  base.  Base-connected  children  do  not  include 
those  federally-connected  children  whos'fe  parent^  live,  WOCk,  or\^ 
live  and  work  on  Federal  installations  other  than  military  bases. 
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C£GEND 

©     Places  of  50.000 1o  100,000  inhabitants 

6     Places  of  25.000  to  50.000  inhabitants  outset  SMSA's 


iH  Standard  Metropolitan  J 
Statistical  Areas  ($M$A*t)  ^ 
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\  Boundary  Lii>e  of  the  * 
liougla%15chool  l3i  strict' 
No,  3^  -  - 

b Ellsworth  ATB  .  .South  .  * 
*  tfaWota  .  r 

•  •  *    — "  r* 
^Prepared  August ^-19.14  <  • 
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Sconomy-  The  Douglas  District  is  located  in  two  counties  that  are  used 
.primarily  for  agriculture.  Pennington  County  is  about  93  percent  rural: 
436  percent-  of  its  land  area  is  covered  by  national  forests  and  national 
parks,  according  to  the  U.S.  .Bureau  of  Land  Management,  "and  57  percent 
of  the  county  is  assessed  as  agricultural,  according  to  the  Pennington 
County  Assessor's  office.  In  Meade  County,  96  percent  of  the  land  is 
assessed  as  agricultural,  according  to  the  Meade  County  Assessor's 
office. 

The  following  tables 'reflect  the  econgtoic  base  of  Pennington  and  Meade 
counties:  * 

,    '  .        TABLE  III  ~  ' 

*  ,  *  * 

Economic  Development ,  Meade  and  Pennington  Counties 
-%  Total  Population  and  Employees  By  Sector,  1953-78 

(numbers  in  thousands) 


Percent  Change ,j 


POPULATION  • 

1950 

!      ■  I960 

1970 

1978 

Recent  Yea»  .  ! 

Meade  County 

11.5 

'  =12.0 

16.6 

•19.6 

7,0.4% 

Pennington  Col 

34.1 

58.2 

59.3 

71.0 

i  108.2 

U.S. 

151,325.8 

179,323.2 

204,335.0 

218,717.0   I  44.5 

MANUFACTURING 

1954 

1963 

1972 

1977  | 

Meade  County 

0.1 

0.1 

0.3   I        200.0  ' 

Penhnington  Co. 

0.9 

1.2 

1.5 

2.7   (  200.0 

U.S.  • 

16,125.6 

16,958.4  1  19,026.8 

i    19,596.9  , 

j         21.5 - 

RETAIL* 

•  '  1954 

1963 

! 

1972 

1977 

k 

Meade  County 

„  0.5 

0.5 

0.7  , 

0.9 

80.0  1 

Pennington  Co. 

3.2 

4.3 

5.-1  ' 

6.4 

'.  10(k0-  i 

U.S. 

8,8.45.9 

10,118. V 

12,990.4 

14,895.2 

\  68.4 

SERVICES** 

1948 

1958 

4  967." 

1977 

■>Meade  County 

0.1 

0.2 

0.2.] 

-0.3 

200.0  " 

Pennington  Co. 

0.4. 

 kU 

1.7  I 

*  3.1  1 

675*  0 

U.S. 

1,902.1 

3,864.5  I 

5,029.0 

8,172.0 

329. '6 

AGRICULTURAL*  "■ 

1950 

1959  j 

1969 

1974 

Meade  County  ' 

1.3  i 

1.1  I 

1.0  | 

1.0  ! 

-23.1    V  « 

Pennington  Co.  I 

'  1.1. | 

0.9  !         .  0.8  i 

0.7   i        -36.4     \  j 

H.S.  | 

6,966.2    1     5,294.7  !     ,3,384.6  I 

-  3,026.7  !        -56.6      \  ! 

*  Employment  in 
ments  and  the 
proprietor  per 
on  employees,) 


these  sectors  is  the  sum  of  the  number  of  establish- 
number  of  employees.  It  is  assumed  that  there  is  one 
establishment.     {Proprietors  are  excluded  from  the  data 


Source*  O.S.  Census 


23,; 
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TABLE  VIII 


Employees  by  Sector  as  Percent  of  Total  Ez&ployees, 
Meade  and  Pennington  Counties 
(figures,  in  parentheses  indicate  latest*  y^ar 
fpr  which  data  'are  available) 


\ 

*AG  (74)\ 

MftKUH77) 

*RET  (77) 

*SERV  (77) 

TOTAL 

Meade  County 

40.0% 

[  12.0% 

36.0% 

12.3% 

100.0% 

Pennington  Co. 

5.4 

>  21.0 

49.6 

24.0 

100.0 

U.S.  h 

6.6 

^2.9 

32.9  \ 

17.9 

100.0 

Employment  in  these  sectors  is/ the.  sum  of  the  number  of  establish- 
ments and  the  number  of  employees^.  -It  is  assumed  that  there  is  one 
proprietor  per  establishment.  (Proprietors  are  excluded  from  the  data 
on  employees ♦ ) 

Source:  tJ.S.  -Census   "  ' 


$he  data  reveal  the  following:  „ 

#  Both  counties  are  sparsely  populated.    Meade  and  Pennington  counties 
,    have- a  combined  population  of  only  90,600*    These  , people  are  distrib- 
~-  uted  over  6,224  square  miles,  giviftg  th^*  counties  a  density  of  only 
-    14.6  persons  per  square' mile.    In,  the  United  States,  by  way  of  compar- 
ison, there  was  an  average  of  61.3  persons  ger  square  mile  i#  1978. 

•  Meade  County  is  primarily  agricultural:  40  percent  of  its  employees 
work  in  agriculture,  compared  to  6*6  percent  nationwide* 


e  The  percentage  of  manufacturing  employees  in  both  counties  is  less 
than  half,  th€" national  average- 

t 

The  School  District  N 


Douglas  School  District  was  formed  in  the  late  1950* s  to"serve\the 
children*  of  Ellsworth  Air  Force  Base*  It  originated  in  1891  a*  a 
one-room  school  in  ^ the  tqwn  of  Box  Elder,  South  Dakota.  Named  £or 
Thomas  Baird  Douglas,  the  father  of  six.  of  the  'original  seven  stu«r 
dents,  its  enrollment  remained  below  20  students  for* almost  60  years. 
When  Ellsworth "Air  Force  Base  was  reactivated  in  1949,  the  school  had  to 
accommodate  -a  huge  influx  of  studpftts*  School  officials  organized  an 
elementary  school  but  sent  older  children  associated  with  Ellsworth  to 
Rapid  City's  intermediate  and  high  schools*  By  1955,  the  local  educa- 
tional agency  served  grades  K-8  independently  of  Rapid  City's  school 
system*  #ith  the  opening  of  Douglas  High  School  in  1962,  the  agency 
became  an  autonomous  K-12  system* 


the 


since   its   inception:   today,  79 


The  base  has  dominated 
percent  of  the 

children  connected  with  the  base  has  actually  declined  over  the  last  two 


district    ainu«     xta    xiiuepuiuu;  *  ^-uuaj , 

2,584  children  are  base-connected.     The  proportion  of 
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decades:  in  1960',  base-connected  children  constituted  97  percent  of  the 
student  population,  and  in  1970,  about' 86  percent.     During  the  1960fs 
,  the  number  of  children  attending  Douglas  schools  tripled,  as  the  follow- 
ing table  shows:  j  *  '  *  '  , 

Numberlof  Total ^and  Base-Connected  Children,  i 
^po|gla^Sclrool  District,  1960-1979  * 


1960 

1970 

M79 

Total .  ADA* 

1,039 

3,094 

2,584 

^Base-connected  ADA* 

1,007 

>2,673  - 

2,037 

♦'Average  daijy  attendance,  *  ' 

-m  Source:  SAFA.. 

ae  ^ast  majority  of  base-connected  children  live  on  base:  1  ,808  chil- 
dren ar^  "A"  students.  Of  the  229  *B*  students  in  the  district,  141  are 
the  children  of  --military,  parents.  The  composition  of  Douglas's*  base- 
connected  student  population  in  1979  was  as  follows:  ; 

Composition  of  Base-Connefcted  Children, 
.  Douglas  Schbol  District,  FY  1979- 

"  r  . 

•«  Total  ADA       .  2,58lL  ' 

-  Base-connecte<3  ADA  2,03^ 

*A*  Children  1 ,808 

Military    "B"  Children  '144- 
Civilian    "B"  Children  88 

SotSce:  SAPA 

The  local  educational  agency  finances  its  schools  with  , revenue"  that 
comes  primarily  from  Impact  Aid  and,  to  a  lesser  extent,  from  State  aid, 
Of  the  agency1 s  $4.72  million  of  revenue  in  fiscal  year  1979,  Federal 
funds  (predominantly  Impact  Aid)  provided  $3.00  million;  or  64  percent 
of  th'e  total.  State  aid  contributed  $1.25  million,  or  26  percent.  The 
agency  raised  $0.47  million,  or  ten  percent  of  its-  revenue  from  local 
sources.    A  chart  illustrating  these  propojtions  is  shown  below: 


—  Sources  of  Education  Jtevenue, 
.Douglas  School  District,  FY  1978-79 


Source:  Douglas  School  District 
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i  ; 

The  tax  base  of|the  local  educational  agency  is  )  predominantly  residen- 
tial: 58  percent  of  the  local  property  tax  revenues  come  from  resi- 
dential sources*  *  The  rest  of  the  Ideal  revenues  are  generated  by 
commercial  property,  which  contributed  21  percent  of  the  property  tax 
revenue,  and  from  agricultural,  sources,  which  accounted  for,  21  percent 
of  the  revenue*  m  - 

The  assessed  valuation  per  pupil  in  Douglas  is  among  the  lowest  in  the 
State.  Its  $3,555  p6r-£upil  assessed  valuation  ct^arted-peoriy  with  the 
State  average  of  $35,270  in  1979.  The  value  of  taxable  property  availa- 
ble for  each-  pupil  in  the  district,  in  other  wor.ds,  was  about  one-tenth 
the  value  of  the  State  average. 

The  mill  rate  used  by  the  local  educational  agency  was  -the  "highest 
allowed  by  State,  law:  Douglas  levied  a.  tax  of  26  mills  on  agricultural 
'property  and  42  mills  on  non-agricultural  property.  Only  42  of  the  194 
local  educational  agencies  in  South  Dakota,  taxed  property  at  the  maximum 
rate.  Ojf  the  five  agencies  approved  by  the  Education  Department  as 
being  comparable  to  Douglas,  only  two  taxed  at  the  maximum  rate. 

^.  *  / 

Ellsworth  Air  Force  Base.  Ellsworth  Air  Force  Base  occupies  6,646  acres 
in  the  middle  of  the?  district.  It  is  by  far  the  biggest  employer  in  the 
area:  the  number  of  "employees  at  the  base  alone  was  about  the  same  as 
the  number  employed  in  the  manufacturing,  agriculture,  and  service 
sectors  in  Pennington  and  Meade  counties  combined.  The  base  payroll  was 
$86.9  million  in  1979. 

"  ,~"  I 
anployment  at.  the  base  has  grown  steadily  over  the,  past  two"  decades: 
from  5,070  employees  in  1960,  employment  rpse*  to  ^6,1 14  in  1970  and 
finally  to  the  6,, 598  employed  at  JSllswortb  today.  The  source -of  most  of 
this  growth  has  been  the  increase  in  military  "employees  assigned  to 
Ellsworth,  as  the  following  table  shows:  „  - 

v  Number  of  Employees  at  EllsworSfr  Air  Force  Base,  1960-1979* 

<  ,  •  .  ,  i  *r 

1960  1970    '  1979 


•      Total  .  <    -Sv070  6,114  6,598 

Military  4,619  5*477  <^      6f014  '  ■ 

Civil  Service     *  451  :  637  584 

*  These  figures  do  not  include  contractors  or  Non-Appropriated 

Fund  employees.    '  •  ;  • 

Source:  Department  of- Defense  * 

Sixty-o'ne  percent  of  the  military  employees,  or  3,674  employees,  lived 
on  base  in  1979.  Very  few  of  the  other  -employees  lived  in  the  school 
district;  of  the  2,924  employees  that  were  living  of f  base, .  only  327 
lived  in  the  district,  despite  its  proximity  to  the  base.  . 
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The  average  salary  for  Ellsworth's  military  employees  was  $12,543  in 
1979,  while  the  base's  civilian*  employees  had  -ari^  average  \ncomkr  of 
^QjQGG.  The  average  salary  for  non-base  personnel  in  the  area/  was 
$11,132,  in  line  with  the  military  scale  but  far  below  that  of  civilian 
base  employees. 

Sales  at  commercial  facilities  on  base  totaled  $18,7  million  in  1979, 
On-base  sales  were  four  times  higher  than  retail  sales  in  Box  Side*, 
where  sales  totaled  $4,7  million  in -1979,  '  \ 

T 

Summary  of  Results  for  Douglas  School  District  % 

*  *   

The  foiling  table  summarizes  the  results  for  ,the  Douglas  School 
District.-'  •  / 

Expenditures 

Per-Pupil     Base-Attributable    Alternative  Use 
^  *       Expenditures         {million  $}    .     ^^million  $) 

Gomparable  districts         $.1  ,293  $2.7-$2.7  -  $0^005-$0.005 

State  average  $*,341  %  $2,8-52,8  $0.003^$Q,005 

'  "       -  '  +  "  Revenues  -  " 

Source  . 

Property  taxes  $0.1-50.1  *  .    $0.0036-$0 .00^6 

.    •>      State  aid  $1.0-51.0  .  $0.0021-$0.0021 

*     %     Miscellaneous  "other*  $0.1~$0.1  $0.0003-$0 .0003 

local  revenue 


Total  $t.2-$1.2  $0.0060-$0.0060 

*  « 
Burden 

Net  Burden  *  (Current  burden  -  Alternative  use  burden) 
■  (Current  expenditures  -  Current  revenues) 
-  (Alternative  use  expenditures  -  Alternative  use  revenues)- 

*~       Lower  Bound  m      Upper  Bound 

/         (millions. $)  (millions  5) 

Comparable  PSS; ,  (2.7-1 ,2)  -  (0.006-0. 006>      (2.7-1  .-2)  -  (0.006-^.006) 

?1.S.  \  $1.5  -  - 

State  ayg.  PPEt  (2.8-1.2)  -  (0.005-0.006)  r^(2^8-1.2)  -  (0.0Q5-0.Q06) 

v     '  $1.6  '  "  ,     $1.6  N     '  - 

/  *  • 

Entitlement  accounted  £or  by  Ellsworth  Ai*  Focce  Base  *  $1.9  million.  - 

V  Figures  rounded  for  clarity.    Those  used  in  text  are^ 'the  Midpoints. 


Results 


The  fiscal  burden  estimated  by  the  study  for  Douglas  School  District  was 
between  $1,5  and  1.6  million  in  1979.  The  entitlement  for  the  district 
that  year  was  SI. 9  million.  The  study's  estimate  of  the  midpoirft  burden 
imposed  by  Ellsworth  Air  Force  Base,  therefore,  was  within  20, percent  of 
the  entitlement  determined  by  the  Public  Law  874  formula.. 

The  study  found  tihat  the  burden  occurred  because  the  revenues  generated 
by  £ase  employee^  failed  to  compensate  for  the  costs  they  imposed  on  the 
local  'Educational  agency.  The  shortfall %  in  revenue  occurred  because 
base  employees  failed  to  contribute  as  much  property  tax  per  pupil  .as 
non-tase  employees  did.  Base-attributable  ^employees  and  schoolchil- 
dren 'were,  as  responsible  for  as  much  or  more  of  the*  other  agency 

re^enues-rwfaich  consist,  jkrgely  of  State  aid  and  miscellaneous  "other" 
local  revenue — as  ngn^b^^Cattribu table  employees  *  and  schoolchildren 
were*  The  study  also  found  >hat  revenues  from  alternative  use  of  the 
s$te  fcauld  have  paid  for  chi^ren  associated  with  that  site.  The 
following  table  compares  per-pupli\revenues  contributed  by  base-attrib- 
utable^and  non-base-attributable  families  in  Douglas: 

Per-Pupil  Revenue  Contributed  w  Basest tributable  and 

Non-Base-Attr4butable  Families,"  by  Source,  TZ  1979  " ! 


Property  Tax  Revenue/ADA 
^      State  Aid/APA 

,  Miscellaneous  "Other" 
r  '  Local  Revenue/ADA 

Total  $571     ~~  $995 

The  property  tax  contributions  of  employees  associated  with  the  base  was 
about  $0.11  million,  or  only  four  percent  of  the  costs  imposed  on  the 
local  educational  agency  by^ihe  employees1  schoolchildren.  Base-^attrib-' 
utable  families  in  Douglas  paid  $54  per  pupil  in  property  taxes,  while 
no^-base-attr ibutable  families  paid  $480  per  pupil.  The  reasons  for 
these  small  contributions  to  property  tax  revenue  iticlude  the  following? 

•  Only"  seven  percent  of  the  employees  who  worked  at  Ellsworth  Air 
Force  Base  lived  off  base  in  the  Douglas  School  District.  Of  the 
6,708  employees  (including  NAF  employees  and  contractors)  at  the  base, 
only  437  paid  residential  property  taxes  to  the  district.'* 

187/  "Base-attributable*  refers  to  the  sum  of  "base-connected*  <and 
•base-induced, *  and  applies  to  employees,  their  schoolchildren, 
their  incomes*  and  their  families.  It  also  applies  to  expenditures 
and  to  revenues  of  the  local  educational  agency  *that  have*  been 
accounted  for  by  base-attributable  'families.  "Base-induced*  refers 
to  those  employees  '(as  well  a?  to  their  schoolchildren  and  income) 
in  the  commercial  sector  who  were  hired  to  accommodate  the  spending 
of  base  employees.  v 


Base-Attrib.  Hon-Base-Attr ib. 


$  54 
$482 
$  41 


$480 
$482 
$  33 


-  -  -  "*- )    -  . 

•  "Commercial  establishments  at  Ellsworth  had  sales  of  $18.7  million  in 
•1979.    These  sales  dwarfed  the  sales  of  establishments  in-Box  Elder, 

within  Douglas  School  District.  The  sales • ofk  establishments  at 
Ellsworth  , we re  about  four  times  as  high  as  the"$t.7  million 'in  sale* 
Of  the  24  establishments  in  Box  Elder.  -         '•  . 

•  Military  employees  who  choose  to- shop  off  base  also  have  the  oppor- 
■  tunity  to  shop  in  Rapid  City,  a  town-  of  52,070  people  approximately 

ten  miles  away,  where  retail  sales  totaled  $379.8  million. 

•  Induced    income    from   consumption   by   base    employees-i^was-  about 
9   .   $0.6  million  in  Box  Elder,  resulting  in  $0,009  million  in  property  tax 

revenue.  According  to  the  study,  "the  amount  of  induced  income  was  so 
small  because  the  amount  of  consumption  in  Box  Elder  was  relatively 
.  small  in  comparison  with  Ellsworth  and  Rapid  City  and  because  the 
intermediate  purchases  of  establishments  in  Box  Elder  were  all  made  in 
Rapid  City.  "      V  (       ^-^s~—  * 

Though  base-attributable  families  did  not  pay  as  much  in  property  taxes 
as  other  families,  they  accounted  for  just  as  much  State  aid.  State  aid- 
was  the  most  substantial  revenue  for  which'  baserattributable  families 
were  responsible:  children  associated  with  Ellsworth  triggered  $K0 
million  in  1979,  or  37  percent  of  the  costs  imposed  by  these  children. 
In  contrast,  ^districts  in  the  rest  of  South  Dakota  received  only  f$ 
percent  of  their  revenues  frjom  the  State.  State  ^aid  per  pupil  to 
Douglas  was  $482,  compared  with  $244*  to  local  National  agencies,  on 
average,  throughout  South  Dakota*  ■ 

Douglas's  miscellaneous  Mother*  Sources  of  local  revenue—aside  from  the 
property  tax  and  general  State  aid— included, 'chiefly,  interest  earned 
from  its  investments.  Base-attributable  employees  contributed  $0,084 
million  to  these  revenues,  which  were  a  function  of  district  revenue  and 
number,,  of  pupils,  respectively.  *  The  per-pupil  contritions  to  miscel- 
laneous "other*  local  revenues  approximated  the  contributions  of  non- 
base  employees  in  the  district*  Base-attributable  employees  paid  $41  per 
pupil  in  miscellaneous  "other*  local  revenue, . and  non-base-attributable' 
employees  in  the' district  paid  $83  per  pupil. 

The  correspondence  between  the  Commission's  finding  of  a  $1.5  million 
burden  and  the  Public  Law  874,  entitlement  of  $1.9  million— a  difference 
of  21  percent — stems  from  two  faOtors: 

.  The-  data  used  by  thfe  Commission  and  applied  by  the  Public  Law  874 
formula  proved  to  be'isimilar.  The  local  contribution  per  pupil 
("local  contribution  rite"„,  or  LCR)   figures  were  approximately  the 

,    188/  See  note  1 87 r  supra > regarding  the  term  "base-induced."  - 
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same  because  di*scf<epancies  between  data  used  to  compute  ttte  figures— 
peif-pupil  expenditures  and  local  share  of  expenditures — were  minor. 
In  additions  the  figures  for  weighted  number  of,  pupils  were  similar 
because.  tfn»  size  *^of  'the  commercial  property  tax  contributions*  and 
miscellaneous  pother"  local  revenues  contributed  by  base-attributable 
.families — revenues'*  that  were  taken  into  account  by  the  Cqmmission 
model  but  not  by  the  Public  Law  874  formula—were  very  small. 

•  The  Public  Law  874  formula  captured  virtually  all  the  pattern?>of 
Federal  impact  that  the  Commission  found  applied  to  Douglas  School 
District.  The  Commission  found  that  insertion  of  its  data  into  the 
Public  Law  874  formula  resulted  in  an  estimate  of  entitlement  within 
about  $0.1  million  of  the  Commission's  final  determination  of  burden. 
The  variables  in  the  formula  therefore  explained  virtually  all  of  the 
burden  found  by  the  Commission. 

Douglas's  LCR  in  1979  was  $975,  reached  by  mirltiplying  the  weighted 
number  of  per-pupil  expenditures  in  Douglas's  five  comparable*  districts 
by  the  local  share  of  expenditures  in  those  district^.'  The  Commission 
'found  that  substitution  of  its  own  data  into  the  Public  Law  874  formula 
resulted  in  a  local  contribution  per  pupil  of  $843,  just  14  percent 
below  the  LCR  used  in  the  formula.  „ 

The  following  table  shows  how  the  local  contribution  rate  for  Douglas 
was  determined  under  current  law  and  what  that  rate  would  have  been  if 
the  study f&  d£ta  were  used:  *  ^ 

* 

Local  Contribution  Per  Pupil  and  LCR,  Determined  Using 
Commission  Data  and  P.L.  874  Data,  Respectively 


 "  " 

Per-Pupil 
Expenditure 

Local 
Share 

Local  Contribution 

Per  Pupil/LCR 
{PPE  x  Local  Share) 

Commission* 

$.1,317 

0.64+ 

$843 

F.L.  874 

$1,273t 

0.77 

$975 

*  The  Commission  figures  represent  the  midpoint  in  trite  ,range  of  data 
determined  and  used  by  the  study.  \ 

t  Weighted  average   of  per-pupil  expenditures,   five  /comparable  dis- 
tricts, FY  1979.       ,  • 
•    +  Study \s  determination  of  non-State  share  of,  costs  of  base-attrib- 
utable children. 

The  Commission's  determination  of  local  contribution  per-pupil  was  13 
percent  below  the  LCR  under  Public  Law  874.  This  is  because  the  Commis- 
sion's higher  per-pupil  expenditure  was  off sel^.  by  tl^e  Commission's  lower 
estimate  of  local  share,  resulting  in  a  product  that  also  was  lower  than 
the  LCR  determined  by  the  formula.  „ 
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The  per-pupil  expenditurefigure  used  by  th$  Commission  was  higher -thai? 
•  that  used  under  Public  Law  874  because^the  Commission's  dfea  was  more 
'  current.  The  Commission  estimated  Federal  impact  for  1979  from  fiscal 
year  J979  data  oa  per-pupil  expenditures  for  the  State  and  for  the 
comparable  districts  approved  by  the  Department  of  Education,  The 
Public  Law c  874  formula,  in'*' contrast ,  applied  per-pupil  expenditure  " 
figures  from  fiscal  year  1977  to  estimate  Douglas's  entitlement  for 
fiscal  year  1979^  This  two-year-old  data  did  not  reflect  the  cost 
increases  that  occurred  between  1977  and  1979.        *  ' 

-Tlje  per-pupil  expenditure  figure  used  by  the  Commission,  however,  was 
*ionlx\$44  higher  than  th a t^  applied  by  the  formula  because,  in  computing 

'per-pupil  expenditures,  «the  Commission  did^not  include  Federal  contri&u-  * 

,  tions  to  Ipcal  exposes,  while  the  figure  applied  by  the  formula  did 
include  Federal  cootributions.  (The  Commission  model,  does- vnot  ccmsider 
Federal  contributions  tp  either  expenditures  tar  revenues  *  because  the  .  \ 
agency  has  no  discretion  over  Federal  categorical  funds.4)  Local  educa-  * 
tional  agencies  in  South  Dakota  .received  13.5  percent  of  their  revenue 
from  the  Federal  Government  in  1^T9#  according  to  the  Education  Depart- 
,  raefct.      This'  Federal   proportion  of  revenue  was   the   third  highest  of 

1*11  States  in  the  United  States.    The  largest  program  grants  were  Impact 
Aid,  grants  for  educationally-deprived  children,  *and  grants  for  Indian 

.education  tro  Iqcal  educational  agencies.       ,  " 

The    local    share  'of    baseratt'rit&table    expenditures   Istimated  by 
Commission—whicH    amounted '  to   £4   percent   of    total   expenditures— w 
lpwer  than  the  Ipcal  share  determined  by  the  Public  Law  874  forrai4 
The ^Commission  estimated  they local  share  by' first  determining^*; 
current  expenditures  impdsed  by  b^se-attributable  children  and  the  Std 
revenue  triggered  by  base7attrfbutable  families,     Th,e  Commission  then 
divided    tije   difference   between   the   t^o   figures   by,  base-^a^tribu table 
current  expenditures  to  arrive  at  local  share ^[Loca]^ Share  =  (Expendi- 
tures, Base-Attributable  -  State  Revenues,  Base-Attributable)  +  Expendi- 
tures, Base-Attributable].        *  * 

The  local  share  determined  under  the  Public  Latf  874  formula  was  higher 
because  the  formula  uses  th<§*  local  share  ^of  total  current  expenditures 
in  fiv*  comparable  districts— in  contrast  to  the  Commission's  determina- 
tion of  non-State  share  olf  expenditures  for  base^fttributable  children 
in  Douglas  School  District.  State  contribution!  4>er  pupil  to  non- 
impacted  distrifcts^feuch  .as  the  fiv^  comparable  districts  in  South 
Dakota)  were  generally  lower  than  th^e  .to  federally-impacted  districts, 
making  theJLocal  share  higher;  this  was  because  the* State  formula 
increased  aid  as  assessed  valuation  per  pupil  in  a  district  decreased. 
The  assessed  valuation  per  pupil  In  Douglas's  five  compariable  districts 
was  $33,085,  nearly  ten  tfmes  as -hi^Jjj  as  the  assessed  valuation  per* 
pupil  in  Douglas,^which  was  $3,555  in  1978.  Thus,  State  a^d  to  the 
comparabl^districtss  was  lower  than  that  , to  Douglas.     ^  ~ 

0.  ,  .  .  '  '  ■  •  • 
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Moreover,  the  assessed* valuation  per  base-attributable  child  in  Douglas 
was  smaller  than  the  sa$e  figure  for  non-base-attfibutable  children  in 
the  district*  This  is  because  there  was  no  assessed  valuation  associat- 
ed with  the  place  of  employment  o£  base  employees  or  with  the  residences 
of  those^  employees  who  lived  on  base.  The^pCSramission  found  that  the 
assessed  *  valuation  per  bas^attributable  child  in  Douglas  was  only 
$1,331,  considerably  smaller  than*  th'e  $t2,176fassociated  with  non-base- 
attributable  children  in  thS  district.  Because  State  a£d  to  base- 
attributable  children  in  Douglas  was  substantially  higher  than  to  all 
children  in  Douglas's  five  comparable  districts,  the  Commission-1  s 
estimate  of  non-Stats*  share  of  costs  was  substantially  below  the  local 
share  determined  in  the  P\jM.ic  ^Law874  formula. 


Thus,  the  Commission  figure  for  local  contribution  per  , base-attributable 
child  was  somewhat  lower  than  the  ICR  used  in  computing  Douglas's  Public 
Law  ,874  entitlement.  Because  this  difference  was  relatively  small, 
however,  and  because  the  revenue  contributions  that  the  Commission  took 
into  account  but  the  formula  did  not  .were  also  relatively  small,  the 
result  was  an  estimate  of  burden  that  was  only  slightly  below  the  Public 
Law  874  determination  of  entitlement. 

The   Public   Law  874   formula  "determines  entitlement  by  multiplying  the 

local  contribution  rate  by  the  weighted  number  of  federally-connected  ' 

.children.  The  weights  assigned  to  each  child  differ  on  the  basis  of  the 
statute's  estimate, of  the  relative  property  tax  burden  imposed1  by  each 
child's  family.-^ ' 


189/   "Federally-connected*    children   are   those   who   live   with  parents 
either  living  on,  working  on,  or  both  living  and  working  ^n„Federal 
property.     There  are  two  types  of  federally-connected  children:  an 
*A*  chil<3^1ive£  with  a  parent  who  both  lives  on  and  works  on 
Federal  property;  a  "B*  child  lives  with  a  parent  who  either  lives 
or  works  on  (but  not  both)  Federal  property.  Federally-connect- 
ed children  ^pclude  base-connected  Children '  as-  well   as  children 
whose  parenf^live  on,  work  on,  or  both  live  and  work  on  Federal 
instaliatUps  other  than  military  bases. 
190/  Childre^pfef  military  parents  living  on  base  are  assigned  a  weight 
of  ItOBecause  their  parents  contribute  no  property  taxes  to  the 
>  local  educational  agency?  children  of  military  parents  living 
off  base,  on  the  other  hand,  are  assigned  a  weight  of  0.5  on  the 
ground  that   their  parents  pay  property  taxes  on  their  residence, 
which  are'  assumed  *to  account  for   50  percent  of  all  property  tax 
revenues*     Other' weights  are  assigned  to  pupils  who  are  the' chil- 
dreh  of  civilian  employees,  and  their  weights  diffefc  according  to 
C^j*    whether  their  parents  live  in  or  out  1st  the  county*    Finally,  still 
*   other  weights  are\assigned  to  those  children  participating  in 
.special  education  programs*     The  Commission  assigned  induced 
children  a  weight  of  0.45,  the  same  weight  that  is  giten  by  Public 
Law  874  to  children  of  civilian  employees  working  in  the  county* 


-209- 

¥ 

The  Commission  considers-  these  property  tax  contributions/from  base- 
attributable  families  but  also  takes  into  account  their  contributions  to 
commercial  property  tax  -revenues  and  local  non-property  tax  revenues. 
If  the  Commission  model  were  to  incorporate  these  revenue  cortributions 
into  the  Public  Law. 874  formula,  the  effect  would  be  to  lower  'the  weight 
applied  by  Public  Law  874  to  measure  burden. 

*  • 

Because  contributions  "of  base-attributable  employees  to  'commercial 
property  tax  revenue  amounted  to  only-50.05  million  in^Douglas  in  fiscal 
#ear  1979,  the  weights  applied  by  the  Public  Law  874  formula  would  not 
differ  very  Much  from  those  that  the  Commission  model  would  have  applied 
if  it  used  the  same  method  as  the  formula. 

To  determine  how  well  the  variables  in  the  Public  Law  874iformula 
captured  Federal  impact  as  measured  by  the  Commission  model,  the)  Commis- 
sion estimated  entitlement  by  inserting  its  own  data  in  tovthe  Public 
Law  874  formula.  The  two  inserted  .variables— somewhat  different  from 
those  actually  applied  to  Douglas  by  the  formula—were  the  Commission's 
determination  of  the  local  contribution  per .base-attribUtable  child  and 
the  number  of  base-attributable  children  using  the  weights  assigned  to 
these,  children,  by  Public  Law  874.  In  determining  the  number  -of 'chil- 
dren, the  Commission  included  base-induced  children  in  the  district  as 
well  as  children  directly  connected  to  th,e  base.  The  Commission  incor- 
porated induced  employees  and  their  schoolchildren  into'  all  calculations 
of  base  effects  on  expenditures  and  revenues." 

# 

A  comparison,  of  the  d*e terminations  of  entitlement  using  Commission  data 
and  data  provided  under  Public  Law  874  yields  the  following  results; 

f 

Entitlement,  Determined  with  p.L.  874  Data  and 
Commission  Data  (Using  P.L.  874  Weights) 

Public  Law  874  Commission' 

Local  Contribution  Per  '  f 
Local  Contribution  Rate    $975  Baie-Attributable  Child  *  $843 

Weighted  Number  of    ,  -      Weighted  Number  of 

x  Base-Connected  Children  1,957  ,  x  Base-Attributable  Children  1,965 
=■  Entitlement  $1.9  million    v     =  Entitlement  •      $1.7  million 

This  $1.7  million  entitlement— reached  by  inserting  Commission  data  into  » 
the  Public  Law  874  formula— is  $072  million  above  the  Commission's  final 
result -of   a  $1.5  million  burden.     This  proximity  suggests  that  the 
Public  Law  874  formula  .captures  many  of  the  same  dynamics  of  -Federal 
impact   that   the  "Commission   estimated  were   taking  place   in  Douglas.  / 

The  $<y2  million  difference  stems  from  the  GDmraissioh's  considera.- 
tion  of  additional  revenue  sources— such  as  commercial  property  tax 
revenue  and  miscellaneous  -other"  local  revenues— that  would  lower  the 


weights  applied  -to  the  number  of, children  to  reflect  their  burden*  The 
contributions  to  these  revenues  from  base-attributable  employees  reduce 
their  burden  to  the  local  educational  agency,-  according  to  the  model. 

The  Commission's  determination,  of  burden  was  commensurate  wit^h  Douglas's 
actual  entitlement  because  the  data  used  by*  the  Commission  study  ,and 
data  applied  by  the  formula  were 'similar;  The  Commission's  estimate\of 
local  contribution  per  base-attributable  child  was  somewhat  lower  than 
the  corresponding  figure  applied  in  the  Public  Law  874  formula  1the 
result  of  the  smaller  locfcl  share  determined  by  the  Commission) ,  and  th4 
weighted  number  ,of  base-connected  children  would  have  been  somewhat 
higher.  The  differences  in  the  data* were  so  small,  however,  that  the 
difference  in  f inal  Jresult  was  insubstantial*  The  other  reason  that 
burden  and  entitlement  were  feimilar  wa§  that  the  formula  captured  smost 
of  the  impact  of  Ellsworth  Air  Force  Base  on  Douglas  School  District. 
The  most*  important  components  of  federal  impafit  in  the  Commissitpn  s£udy 
proved  to  be  the  variabiles  in  the  formula. 

'Alternative" Dae.  The  study's  analysis  of  alternative  use  in  Box  Elder 
reckoned  that  revenues  front, the  site  would, have  paid  for  the  school-age 
children  associated  with  that  site.  * District  expenditures  for  children 
associated  with  the  site  would  have  amounted  to  $0,005  million.  Reve- 
nues generated  by  the  site  would  also  ^have  approximated  $0,006  million. 

The  revenues  yand  expenditures  attributable  to  the  site  would  have  been 
comparatively'  small  because'  the  base  would  have  been  used  entirely  for 
agriculture.  \  (See  Attachment  It,  infra*)  The  6,646  acres  of  the  base 
would  probably^  have  been  usefl  for  three  farms.  {A  farm  is  typically 
2,096  acres  in  Meade  and  Pennington  counties.)  Alternative  use  of  the 
base  site  would  have  raised  the  per-pupil  assessed  valuation  in  the 
district  from  the  current  $3,555  to  $12,25*4.  The  size  of  this  figure  is 
comparable  to  the  per-pupil  assessed  valuation  associated  with  non-base- 
attributable  families  in  the  district  today,  which  is  $12,176. 

r  • 

The  study  found  that  there  would  have  been  four  school-age  children 
associated  with  th§  site  -and  that,  with  per-pujJil  expenses  between 
$1 ,293-51 ,342,  the  expenditures  they  would  have  imposed  on  the  local 
educational  agency  would  have  been  $0,005  million.  These  three. farms, 
would  have  contributed  about  $G.Q03S  milliorf  in  property  tax  revenue. 
This  projection  is  based  on  the  assumption  that  tk^  assessed  valuation 
of  the  three  farms  would  have  been  the  same  as  the  typical  farms  'in  this 
area  in' 1979 — about  $29  per  acre  in  Pennington  County  and  $14  per^acre 
in  Meade  County,  according1  to  the  County  Assessors. 

The  four  children  from  the  site  would  have  triggered  State  aid* funds  of 
$482  per  pupil,  as  Douglas  children  did  in  1979,  for  a  total  State 
contribution  of  $0,002  million  as  a  result  of  the  site. 
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ATTACHMENT  I  '» 

\ 

*  '  \ 

1  STATISTICAL  PROFILE,  DOUGLAS  SCHOOL  DISTRICT,  FY  19^9 
Summary  #  ,  \ 

!•  School  District  .  -  • 


\  ' 

'  \     Average  Daily  Attendance  (ADA) 
\  Total 
\  Base 
->  \      Military  A  " 
\    Military  B 
V  Civilian  B 

„      Base\ Employees 

TotSl  *v  °  * 

Military,  t^al 

.    Living  in  district,  on  base 

LiviiKj  in  district,  off-  base 
Civiliah,  total 

Living  is  district 

Acres  \ 
Acres,  district 
Acres,  base  \ 

\ 
\ 

\ 

II  •  Local  Educational  Agency 

\ 

Per-j&pit  expenditure,  average  of 

comparable  districts 
Per-pupil  expenditure,  State  average 


Total  Property  Tax  Revenue 

Residential  sources 

Commercial  sources 

Industrial  &  agricultural  sources 


Total  General  Fund  State  Aic 

Miscellaneous  "Qth^r"' Local  SeVenue 

P.L.  874  Entitlement, 

Ellsworth  Air  Force  Base 
P.L.  874  Appropriation 


•2,584 
2,037 
1,8Q.8 
141 
88 


6,708 
6,014 
,628 


694 
228 


93,645 
6,646 


1,293 
1,342 


$-  367,000 

$  214,000. 
$  77,000 
$  7.6,000 

$1 ,246,000 

$  101,000 

$1  ,927,000 

$1,873,000 


Current  Use 


I.  Current  Expenditures 

Average  personal  income 
,   „   AD  A/Job 

'  Per-pupil  expenditure ,  comparable  districts 
Per-pupil  expenditure.  State  average 
ADA,  base 

II.  Current  Revenues  ' 


*$13,400, 

0,411 
$1,292 
\  $1,342 
2,037 

9 


»T£pe  Of  . 

No.  living 

Avg.  Wage  & 

Employees 

in  district 

Salaries  (W&S) 

Civil  ser&ice 

72 

$20,114 

Non-Appropjriated  Fund 

39 

6,448 

employees  (NAP)    -  * 

i 

Contractors 

71 

11,132 

Working  spouses 

45 

11,132 

Military  off  base 

255 

11,865 

Working  spouses 

.  68 

11 ,132 

"Civil  service^ living 

on^base 

46 

14,^34 

Military  living  on  base 

3,628 

. 11,192 

)Military  living  in  tax- 

exempt  mobile  hones  , 

-  2§ 

^11  ,865 

Wbrking^  spouses 

.  931 

$11,132 

Personal  Incorije  Adjustment,  base  ^  employees  (except  NAF) 
Personal  Income  Adjustment^  NAF,  employees 

Net  Multipliers  \  ,  - 

Civil  service 'Employees  * 
Spouses ,  civil  kervice  ^employees 
NAF  employees      \  * 
Military  employe^      \m  _  • 
Spouses,  military  x^mployees  " 

'     '     -      *  \  *  ' 

a.  Residential  Property^jTax  Revenue  ($214,000) 


\  * 

Civil  Service,  living  ip  district 
Civil  service,  total     \*  ■ 
On-base  population  \  * 

Per  capita  personal  income  4 
ADA,  Jton-baserConnecte£ ,  riving  in  district 
ADA,  low-rent  public  housir 
Population/ADA,  off  base 


1.17 
1.10 


.00  - 


.00  - 


.09 
;09 
.09 
.04 
.04 


118 
584 
8,689 
$7,760 
,  547 
0 

^4.79 
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b.  Commercial  Property  Tax  Revenue  ($77,000) 

*  *  \ 

r-  \ 

Percentage  of  personal  Income  spent  on 
retail,  goods  and  taxable  services 

Military  payroll,  employes  living 
on  .base  and  in  district  \ 

Military  payroll,  en^loyees\living  in 
,     county  or  SMSA 

Totai.  on-base -sales 

Number  of  establishments,  Bpx  klder 

Average  earnings  per  establishment,  Pen- 
nington- County^  (excluding  Rapid  Ci.ty) 

Purchases  of  retail  goods      taxable  services 
in  Bpx  Elder  by  .non-military  feunilies 
<     Total  purchases  of  retail  goods  &  taxable 
services  by  non-military  families 

c.  General  Fund  State  Aid  {$1^246,000) 
Non-categorical  aid 

Categorical  aid  &  miscellaneous  "other*  a 

S^^scellaneous  *0&fer*  Local  &fevinues0  (NonW 
.    Tax  Revenues)     ($101,000)  # 

Total  ADA,  district 
Miscellaneous-  "other *  local  revenue, 

function  of  ADA  ' 
Miscellaneous  "other*  local  revenue, 
,    function  of  ^ocal  educational  agency 

revenues  (Interest  income) 

Alternative  Use  v 


$75,436,000 
$17,863,000 
24 

$  194,790 
$  2,269,000 
$16,337,000 


$1,214,000 
$  32,000 


$  49, 


III.  Alternative  Ose  Expenditures 


Average  personal  inccme\ 
ADA/Job 

Per-pupil  expenditure,  comparable  districts 
Per-pupil  expenditure,  State  average 


IV.  Alternative  Use  Revenues 


\ 

$13,400 

0.411 
$  1,293 
$  1,342 


* 

No. 
"Acres 

%  Land 
Used  \ 

Avg .  Tax 
Per  Acre 

Emp.  Per 
Acre 

Avg. 
WfiS 

Agricultural  land 

Pennington  Co. 

2,809 

100 

\  $.69 

Meade  County 

3,837 

100 

\  $.34 

Agric.  Proprietors 

\ 

.0005 

$9,816 

Agric.  Employees 

\ 

A 

.ojjqi  | 

$5,442 

\ 


25;; 


\ 


V 
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Numb£r  of  working  spouses  of  alternative  \ 

use  site  employees  1 
Average  W&S,  working  spouses  of  alternative 
-  use  site  employees  $11,132 

Personal  Income  Adjustment 


Net  Multipliers  % 

Alternative  use  employees  1*03 
Alternative  use  working  spouses    ^  0  -  U03 

a.  Residential  Property  Tax  Revenue  {$214,0005 

Percentage  induce^  income  accruing  to 

district  residents  5^5% 

On-base  population  8,689 
Per  capita  personal  income                                       %  $7,760 

ADA,  non-base  families  547 

ADA,  low-rent  public  housing  0 

Popudation/ADA,  off  base  4,79 

Commercial  Property  Tax  Revenue  {$77,000) 

Percentage  of  personal  income  spent  on*  ~  -        -  • 

Nretail  goods  &  taxable  services  59.3% 
Percentage  of  purchases  of  retail  goods  and  taxable 

s^Wices  by  residents  of  district  in  district  4*8% 
Numfc^^of  establishments,  Box  Elder  24 
Averagd  earnings  per  establishment,  Pen- 
nington County  (excluding  Rapid  City)  $  194,790 
'  Purchased  of  retail  goods  &  taxable  services 

in  Box  ,H3er  by  non-military  families  $  2,269,000 

»  Total  purchases  of  retail  goods  &  taxable 

"  services  by  non-military  families  $16,337,000 

c.  General  Fund  State  Aid  ($1  ,246,000)' 

Non-categorical  aid  $1,214,000 
Categorical  aid  a  miscellaneous  "other*  aid  $  32,000 

d*  Miscellaneous  "Other*  Local  Revenues  {Non-Propjerty  t 
Tax  Revenues)  ($101,000) 

Total  ADA,  district  2,584 
Miscellaneous  "other*  local  revenue, 

function  of  ADA                      *  $  52,000 
scellaneous"  otjher*  local  revenuer  function 
of  local' educational  agency  revenues 

{Interest  income)                    %                •  $  49,000 


-  ATTACHMENT  it     ^  * 

BASIS  FOR  PROJECTIONS  OP  ALTERNATIVE  SITE  USE 

Estimates  of  how  the  site  occupied  by  Ellswo*$h  .Air  Force  Base  wou^d 
have  been  used  if  the  base  had  never  been  established  were  made  by  the 
following  experts,  on  land  use  in  the  area:  .  t  J 

Bernard  Bachman,  Budget  Office,  Ellsworth  Air  Force  Base 

Helen  ^Daughenbaugh/^  Pennington  County  Audftor  f 

Tcci  Fi&rmann,  Partington  County  Director  of  Equalization 

Lillian  Jurans,  Deputy  Pennington  County  Auditor 

Van  Lindquist,  6th  District  Council  of  Local  Govenments 

Frank  McDanJ^l*  Pennington  County  Planning  and  Zoning  Office  * 

Bob  Smokes,  Senior  City  Plariner 

They  reached  a  consensus  that  the  entir'e"  site— 1 00  percent  of  .the 
land — would  have  been  used  for  agricultural  purposes.-  J^y  agreed 
that  roost  of  it  would  have  Wen  used  as  cropland  and  spnfiFas  grazing 
land.  Their  conclusions  were  founded  on  two*  arguments:  the  quality  of 
the  site  is  conducive  to  agricultural  use,  and  the  area  surrounding  the 
barse  is  predominantly  agricultural. 

\  "  # 
Ontil  the  site  currently  occupied  Ellsworth  was  sold  to  the  Federal 
Government  in  1942,  it  was  used  entirely  foa%agricultural  purposes 
—primarily  as  cropland.  it  is  a  flat  plateau  of  ground — *like  a 
table,*  said  ^Badjman^  who  has  been  involved  in  real  estate  in  the  area 
for  over  30  if^fs.  The  sit^  was  "ideal*  for  farmland,  the  panel  agreed, 
because  the  soil  texture  is  choice — a  dark,  loam  soil  that  provides  a 
fine  bed  for  s^eds.  '  The  soil  contains^ few  rocks,  and  the  site  itself 
has  very  few  pitches. 

*  V  . 
The  area  surrounding  the  site  occupied  by  Ellswotth  Air  Force  Base  is 
also  predominantly  rural.  The  city  of  Box  Elder  (population.*  865),  in, 
which  the  base  is  located,  developed  commercially  and  residentially 
around  the  base*  Box  Elder  did  not  become  an  incorporated  city  until 
^.after  Ellsworth  was  established.  The  closesf~town_  to*  Box  Elder  is  New 
Underwood,  about  ten  miles  away,  which  has  a  population  of  416.  Down- 
town Rapid  City  jis  15  miles  from  Box  Elder  and  has  a  population  of 
52,070.  , 

The  site  occupied  by  the  base  is  located  in  both- Pennington  and  Meade 
Counties.  About  93  percent  of  Pennington  County—which  includes  Rapid 
City — is  rural-  57  percent  of  the  county  is  assessed  as  agricultural, 
according  to  the  Pennington  County  Assessors  Office,  and  36  percent  is 
covered  by  national  forests  and  national  parks — including  the  Mount 
Rushmore  National  Monument  Memorial,  the  Black  Hills  National  Fcfrest, 
and  Badlands  National  Monument — according   to  tbo-  Bureau  of  Land 

Management.  In  Meade  County,  ,96  percent  of  the- land  is  assessed  as  * 
agricultural,  according  tcf  the  Meade  County  Assessor 's  office* 
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In  Douglas  School  District  there  were  49t389  acres  that  were . appraised. 
Of  these,  2ra,007  hcres--or  69  percent  of  the  acreage  in  the  district — 
were  assessed  as  agricultural.  One  thousand  nine  hundred  one  acres—or 
four  percent  of  the  district's  acreage — were  under  residential  use,  and 
108-  acres-^-or  0.2  percent  of  the  dj^trict— w^re  under  commercial  ^use*. 
There  are  1 ,2Q2% residential  lots  in  the  district  and  50  commercial  lots, 
according  to  the  Pennington  County  Auditor.  * 


.  > 


M 


_  * 
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3)  Escambia -County  School  District",  Pensacola,'  Florida    *  * 
'  Introduction  '  "J  '  ; 

The  Escambia  County.  ichool  Districf  .is  run  by  an  independent  educational 
agency  that  receives7  most. of  its  revenue  from  the  State  under  the  school 
finance  lavs  in  Florida.  The  State  provides  over  half  of  all  education 
revenues  in  Florida  and  two-thirds  of  the  revenues  in  the  Escambia 
County  School  District.  The  district  is  impacted  primarily  by  the 
Pensacola  Haval  Air  Station,  which  has  five  lar^e  fields  located  in 

.the  southern- part  of  the  district,  and  somewhat  by  Eglin  Air  Force  Base, 
which,  has  a  small  field  located  in  Escambia  County.  The  Public  Law  874 
entitlement  of  Escambia  County  that  was  accounted  for  by  tSese  two  bases 

*  was  \S3. 2  million  in  fiscal  year  1979;  its  actual  payment  as  a  result  of 
thesfe  facilities  was  $1.8  million  that  year. 


Geography.      The  Escambia  County  School  District  is  coterminous  with 

Escambia  County.    .The  County  is  the  westernmost  qounty  ih  the  Florida  ■    "".  * 

Panhandle,  bordered  on  the  north  and  west  by  the  State  v?f  Alabama,- on  ' 

the  south  by  the  Gulf  of  Mexico,  and  on  the  east  by  the  "rest  of  the 

Florida  Panhandle.    The  county  extends  approximately  50  miles  north  from  * 

the  Gulf  of  Mexico  to  the  Alabama  border.   {See  Maps  .7.  and :  8, .  infra.)       *  '-*' 

.Pensacola,  the  /»unty  seat  of .  Escambia  County,  is  the*  largest  city  and"*'  * 

the  leading  commercial  and  industrial  center  iq  western  Florida.     The  # 
^  city  occupies  24  square  miles  on  the'  northwest  shore  of  Pensacola" Bay. 

-  Pensacola  is  the  "central  city-  of  the  Pensacola  SMSA.  in  which  Escambia  *  ^ ' 
and  Santa  Rosa  counties  are  located.    In  1978,  the- estimated  population 
for  Pensacola  was  61,000  and  that  of  the  SMSA  was  $75,000.         •  , 

The  Pensacola  naval  complex  is  headquartered  at  tfae  Naval  Air  Station  on  - 
Pensacola  Bay.^  Six  other  naval  installations  are  scattered  around  the 
southern  portion  of  Escambia  County,  and  one  is'  located/  in*  neighbor ind 

,  Santa  Rosa  Coutvty.  £     •  ,t 

■Transportation.     Transportation  services  in  Escambia  County  are  exten- 
sive.    Air  service  by  two  major  airlines  is  provided  at  Pensacola  * 
Regional  Airport,   which '  is  operated  by  the  city."     It   is  located  in 
northeast- Pensacola,  just  north  of  the  Port  of  Pensacola,  and  ten  miles 
northeast  of  the  base,    me  Port  of  Pensacola,  a  deep-Water  port  facili--*'  • 
ty,  connects  with  the  intracoastal  waterway  to  provide  shipping  access  ' 
to  the  Gulf  of  Mexico.     Escambia  County  is  intersected  by  four  major 
highways",  OS  90,  OS  98,  OS  29,  and 'interstate  10,  which  is"  part  of  the  ' 
Federal  highway  system.    This  network  enables  two  interstate  bus  lines 
and  many  trucking  companies   to  serve  Pensacola.    (See  Map  9,  infra.) 
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Installations  Affiliated  with  Pensacola  Naval  Air  Station  (No.  i  and  Nos.  3-7);  and" 

Pensacola  Airport"  (No.-  -2)  ... 


The  Economy.  The  following  tables  reflect  the  demographic  and  economic 
trends  in  the  Pensacola  area  over  the  past  three  decades: 


TABLE  V 

Economic  Development-,  Pensacola  Area  and  U.,S.: 
Itotal  Population  and  Employees  By  Sector,  1958-78 
^    (numbers  in  thousands) 


Percent  Change, 
Earliest-Most 

POPULATION 

1960 

1  Q7n~' 

1  3  /  w 

1  Q7  S  + 

1  S  /  OT 

Recent  Year 

Escambia  County 

173.8 

£m  U  J  •  O 

29.8 

Pensacola  SMSA 

203.4 

243.1 

275.5 

35.4 

U.S.  . 

179,323.2 

204,335.0 

218,717.0 

22.0 

MANUFACTURING 

1963 

1972 

1977 

Escambia  County 

12.1 

12.5 

T1.2 

-7.4  * 

Pensacola  SMSA 

13.1 

■14.0' 

12.7 

-3.1 

U.S. 

16,958.4 

19,026.8 

19,596.9 

15.6 

RETAIL* 

1963 

1972 

1977 

Escambia  County 

9.1 

14.1 

16.7] 

83.5  • 

Pensacola  SMSA 

10.2  J 

15.5 

18.8 

84.3 

U.S. 

10,118.1 

12,990.4 

14,895.2 

47.2 

SERVICES* 

1958 

1967  • 

1977 

Escambia  County 

3.0 

4.1 

7.3 

143.3 

Pensacola  SMSA 

3.2 

4.5 

8.0 

150.0 

U.S. 

3,864.5 

5,029.0 

8,1,72.0 

111.4 

AGRICULTURAL* 

1959^1 

V  1969 

1974 

Escambia  County 

 h±J{ 

>  0.7 

0.6 

-45.4 

Pensacola  SMSA 

2.1  I 

1.4 

'1.3 

-38.1 

U.S. 

5,294.7  \ 

3,384.6 

3,026.7 

-42.8 

TABLE  VI 

finpl^yees  by  Sector  as*  Percent  of  Total  Employees,* 
Perfsacola  Area  and  U.-S. 
(figures  in  parentheses* indicate  latest  year 
for  which  data  is  available) 


*AG  (74)     !  MANU  (77) 

*RET  (77) 

*SERV-(»77) 

TOTAL  { 

i  Escambia  Co. 

1.7         |  31.3 

■  46.6 

Z0.4 

100.0 

Pensacola  L 

3.2               31.1  . 

45.9 

19.8 

100.0  I 

I  U.S. 

6.6         |  *42.9 

32.9 

17.9 

100.0  ! 

Estimate.    .      ^     -  ^  \   *  ' 

Total  employees  is  the  sum  of  employees  in  each  sector 'for  the  latest 
year  for  which  data  is  available. 

Employment  ij\  these  sectors  i^ihe  sum  of  the  number  of  establish- 
ments and  the  number  of  employees.  -Zt  is  assumed  that  there  is  one 
proprietor  per  establishment.  (Proprietors  a$e  excluded  from  the  data 
on  employees.) 

Source:  0.S.  Census 
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The  information  in  Table  V  shows  the  following:      -   e  * 

•  Population  in  Escambia  County  and  in  the  Pensacola  SMSA  has  been 
increasing  at  a  rate  faster  than  the  national  average*  The  population 
in  both  areas  increased  by  over  29  percent,  from  1960-1978,  while  the 
population  of  the  United  States  increased  by  22  percent. 

i  * 

-     The  number  «of  employees  in  the  retail*  and  service  sectors  has  also 
increased  at  a  substantially  higher  rate  than  the  national  average. 

The  number  of  ejjjgloyees  in  the  retail  sector  increased  by  over  83 
percent  in  both  Escambia  County  and  the  Pensacola  SMSA;  the  number  of 
retail  employees  i*n  the  United  States  increased  by  47.2  percent.  In 
the  services  sector,  the  nuiot^^  of  employees  grew  by  over  143  .percent 
in  both  Escambia  County  and*"  the  Pensacola  SMSA,  while  the  number 
increased  by  only  111.4  percent  in  the  United  States. 

•  The  number  of  manufacturing,  employees  in  both  Escambia  County  and 
the  Pensacola  SMSA  decreased,  by  over  three  percent  from  1963-77,-  while 
the  riumber  in  the  United  States  increased  by  15.6  percent  during* this 
period.  ^  '  >  % 

•  The  number  of  agricultural  employees  decreased  in  Escambia^ County 
and  the  Pensacola  SMSA  at  rates  comparable  to  tfie  national  average. 

•  The  information* in  Table  VI  shows  that  in  recent  years,  the  retail 
and  service  sectors  in  Escambia  County  and  the  PensaSola  SMSA  provide 

>    over  65.  percent  of  the  employment.     In  the  United  States  as  a  whole, 
only  50.8  percent  of  employees  work  in  these  sectors. 

The  School  District 

Of  the  40,907  children  attending  Escambia  County  schools,  7,617,  or  19 
percent,  were  .connected  with  Pensacola  Naval  Air  Station  and  Eglin^Mc 

Force   Base.      The   vast   majority  of   these   base-connected  children  

— 6,904,  or'91  percent—live  off  base.  Of  the  children  living, off  base, 
3,324,  or  48  percent,  were  the  children  of  military  parents.  The 


191/  "Base-connected"  children  are  those  who  live  with  parents  either 
living  on,  working  on,  or  both  living  and  working  on  a  military 
base.  There  are  two  types  of  base-connected  children; ran  "A"  child 
lives  with  a  parept  who  both  lives  and  works  on  a  military  base;  a 
*B"  child  lives  with  a  parent  who  either  lives  *orr^  works  (but  not 
both)  on  a  military  base.  Base-connected  children  do  not,  include 
those  federally-connected  children  r whose  parents  live,  work,  or 
live  and  work  on  Federal  installations  other^  than  military  bases. 


County: 


table,  showa   the   composition   of   base-connected   children   in  Escambia 


Composition  of '  Base-Connected  Children, 
Escambia  County  Softool  District ,  FY  1979 


Total  ADA 


40,907 
7,617 


Base-connected  ADA 
"A*  -Children 
Military  *B"  Children 
Civilian  *B*  Childreji 


3,324 
3,580 


Source:  SAFA 


As  noted,  Escambia  County  relies  heavily  on  State  funding  for  its 
general  , education  revenues:  the  State  provided  $42.1  million,  or  69 
percent  of  the  agency's  general  Revenue  in  fiscal  year  1979*  This  is  a 
substantially  higher,  proportion  than  the  state  average  of  56  percent. 
The  agency  rais$£  $16.7  million,  or  28  percent  of  its  revenue,  primarily 
from  real  property  taxes,  but.  also  from  personal  property  taxes  on 
business  and  from  interest  earned  on  investments,  impact  aid  funding  of 
$1.9  million  for  all  Federal ' activities  accounted  for  three  percent  of 
the  revenue.    The  following  chart  illustrates  this  relationship: 


Real  property  tax /revenues*  the  most  important  type  of  local  revenue, 
came  from  diverse  sources.  Residential  sources  provided  59  percent  *  of 
the  real  property  tax  revenue.  Another  17  percent  came  from  commercial 
sources,  with  the  remaining  24  percent  originating  primarily  from 
industry,  but  also  from  agriculture.  s  -  _ 

Despite  the  diversified  local  property  tax  Base,  assessed  valuation 
per  pupil  in  the  district  was  extremly  low.  In  1979,  it  was  $4&,266, 
which  was  56  percent  of  the  State  average  and' about  half  the  average  in 
the  non-impacted  districts  determined  by  the  Florida  Department  of 
Education  to  be  comparable  to  Escambia  County.  Escambia  .County's  mill 
rate  was  eight  mills,  the  highest  allowed  by  State  law. 


Sources  of  Education  Revenue, 
Escambia  County  School  District,  FY  1979 


.Source:  Florida  Department  of  Education 


The  Base  *  *  \ 

\  \ 
The   Pensacola  Naval  Air   Station  complex   consists  of   seven   sites  ih^ 

Escambia  County  totaling  about  10,000  acres,  and  one  site  in  Santa  Rosa 

County*    The  principal  site  £s  the  Naval  Air  Station  on  Pensacola  Bay, 

which  covers  almost  6,000  acres;  the  other  important  sites  in  Escambia 

County  include  Bronson  (1,100  acres),  Saufley  (900),  Ellyson  (6flG) ,  'and 

Corry  (600), 

The  Pensacola  complex  employed  22,364  people,  including  12,913  military 
employees,  with  a  total  payroll  of  S330  million.  Over  the  last  two 
decades,  the  number  of  employees  at  the  base  has  grown  by  78  percent • 
The  highest  increase  took  place  during  the  1960 's,  and  most  of  the 
growth- can  be  attributed  to  the  surge  in  the  number  of  military  person- 
nel. The  number  of  employees  has  leveled  off  during  the  past  decade,  as 
the^  following  table  shows: 

Number  of  Employees  a%  Pensacola  Naval  Air  Station,  1960-1979* 

1960  1970  1979 

Total  employees  13,150  22,612  22,364 
Military  7,032       14,758  12,913 

Civilian  6,118         7,854  9,451 

*  These  figures  do  not  infclude  Eglin  Air  Force  Base  employees, 
contractors,  or  Non-Appropriated  Fund  employees. 

Source:  Department  of  Defense 

Of  the  22,364  employees,  6,189,  or  28 .percent,  lived  on  base  and  there- 
fore paid  no  property  taxes  on  their  residences.  Of  those  employees 
living  off  base,  75  percent  lived  in  the  metropolitan  area*  Of  the 
off-base  employees,  66  percent  lived  in  Escambia  County  and  paid  resi- 
dential property  taxes  to  the  local  educational  agency* J  4 

Civilian  employee!"  of  the  base  had  an  average  annual  income  of  over 
$22,000,  .while  military  employees  earned  $9,500  a  year.  The  average 
non-base  salary  in  the  area  was  $12,000  a  year. 

Of  the  12,153  employees  living  off  base  in  the  metropolitan  area,  5,058, 
or  42  percent,  wertf"  military.  Military  employees  have  the  option  of 
shopping  onlSse*  On-base  facilities  sold  $42  milliorPworth  of  goods  in 
1979?  the  PX  sold  $24  million,  the  commissary  $15  million,  and  clubs  and 
liquor  stores  nearly.  $3  million. 

Some  children*,  who  attended  Escambia  County  public  school  in  1979  had 
parents  who  worked  at  Eglin  Air  Force  Base.  The  number  of  Eglin  employ- 
ees living  in  Escambia  County  was  311,  which  was  less  than  two  percent 
of  the  number  of  .employees  from  the  Naval  Air  Station. 


\ 
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Results  for  Escambia  County  School  District  \ 

\ 

The  following  table  summarizes  the  results  of  the  economic  impact  study 
for  the  Escambia  gaunty  School  District  with  respect  to  the  Pensacola 
Naval  Air  Station \ 

Expenditures 

Per  Pupil       Base-Attributable     Alternative  Use 
Expenditures  (millions  $)  {millions  5) 

Comparable  districts    $1,408  512.9-515.3  $13.9-515,9 

State  average  $1,421  $13.1-$15.4  514.0-516.0 

/ 

Revenues 

•  *  — 

Source 

Property  taxes  51.8-52.2  54.3-54.6 

State  aid  $10.3-512.1  59. 4-511.0 

Miscellaneous  •other"      50.5-50,6  50.6-50.7 
local  revenue 


total  512.6-514.9  514.3-516,3 

Burden 

Net  Burden  *  {Current  burden  -  Alternative  burden) 

s  {Current  expenditures  -  current  revenues) 

-  {Alternative  expenditures  -  Alternative  revenues) 

Lower  Bound  Upper  Bound 

{million  5)  {million  5) 

Comparable  ?PE*      (12.9-W.6)  r  (13.9-14.3)"     {15.3-14,9)  -  (15.9-16.3) 

$0*1  50.8 

Statre  avg.  PPE:      (13.1-12.6)  -  (14.0-14,3)     '{15. 4-14?9)  -  (16.0-16.3) 

,    $0-3  $o,8 

Impact  Aid  entitlement  accounted  for  by  Pensacola  Naval  Air  Station  and 
Eglin  Air  Force  Base  «  53.2  million. 

ZJ  Figures  rounded  for  clarity.—  Those  used  in  te£t  are  midpoints. 

According  to  the  results  of  the 'study,  Escambia  County  School  District 
suffered  a  burden  of  between  50.7  and  50i.8  million  from  Pensacola  Naval 
Air  Station  in  1979.  Children  connected  with  the  Naval  Air  Station  and 
Eglin  Air  Force  Base  accounted  for  53.2  million  of  the  Public  Law  874 
entitlement  for  Escambia  County  in  1979.  The  burden  determined  by  the 
study  was  about  52.5  million  below  the  entitlement  for  Escambia  County. 

Escambia  County  is  the  only  district  of  the  four  studied  where  the 
burden  differed  substantially  from  the  Public  Law  874  enticement.  In 
the  three  other  cases,  the  burden  was  the  result  primarily  of  a  short-' 


fall  in  property  tax  revenue  paid  by  1aase-attribtotable  employees .-^5/ 
In  Escambia  County,  however,  though  base-attributable  employees  fariled\ 
to  contribute  as  much  property  tax  per  pupil  as  othe^  employees  in  the 
district,  the  State  compensated  for  most  of  the  difference.  State  aid 
to  Escambia  County  comprised  a  substantially  higher  portion  of  revenue 
than  it  did  for  the  other  local  educational  agencies  \£he  Commission 
studied.  Consequently,  the  burdenTLmposed  by  Pensacdda  Naval  Air 
Station  complex  was  mitigated  by  substantial  payments  from* the  ^tate. 

The  Public  Law  874  entitlement  formula,  as  applied  to  Escambia  County, 
assumed  'that  State  revenues  comprised  50  percent  of  total  educational 
revenue  in  1979.  In  fact,  however,  Florida  contributed  $42.1  inillion, 
or  69  percent,  of  Escambia  County's  total  revenue  in  fiscal  yea\l979." 
The  State  share  of  the  costs  of  educating  base-attributable  childr&n  was 
even  higher.  The  study  found  that  the  cost  of  these  children  was  $M4.2 
million  and  that  State  a^d  accounted  for  $11.2  million  of  these  costs. 
State  aid,  therefore,  financed  79  percent  of  the  current  expenses  of  £he 
children  associated  with  the  Pensacola  naval  installations.  \^ 

State  aid  was  relatively  high  to  Escambia  County  and  due  to  base-attrib- 
utable children  witfhin  the  county  because  the  formula  increased  aid  as 
assessed  valuation  per  pupil  decreased.  Th£  assessed  valuation  pec/ 
pupil  was  lower  in  Escambia  County  than  it  was,  on  average,  in  the  rest 
of  Florida.  Furthermore,  the  assessed  valuation  per  pupil  accounted  for 
by  base-attributable  familfes  in  Escambia  County  was  even  lower  than 
that  accounted  for  by  the  other  families  in  the  district.  The  State- 
wide average  was  $82,058  in~1979;  Escambia  County's  assessed  valuation 
per  pupil  was  $46,266  that  same  year — a  difference  of  44  percent.  The 
study  found  that  base-attributable  families  accounted  for  $26,089  in 
assessed  valuation  per  pupil,  an  amount  substantially  lower  than  that  in 
Escambia  County  because  the  place  of  employment  of  these  families — 
Pensacola  Naval  Air  Station  complex — was  tax-exempt  and  not  assessed  at 
all.  -  - 

Escambia  County's  burden  of  $0.7  million  came  about  for  two  reasons:  the  - 
State  aid  did*  not  compensate  for  all  thef shortfall  in  property  tax 
revenue,  and,  if  the  base  were  to  shut  down,  State  and  local  revenue 
generated  by  the  site  would  exceed  the  education  costs  of  the  school- 
children associated^  with  that  site.  Thougff  the  State  aid  formula^ 
according  to  thejfcudy,  financed  79  percent,  of  the  cost  af  base- 
attributable  chll3rg3,  it  did  not  compens4te  for  the  entire  shortfall  in 

192/  "Ba^e-attributable*  refers  to  the  sum  pf  "base-connected"  and 
"base-induced,"  and  applies  to  employees,,  their  schoolchildren, 
their  incomes,  and  their  families.  It  also  applies  to  expenditures 
and  to  revenues  6f  the*  local  educational  agency  that  have  been 
accounted, for  by  base^-attributable  families.  "Base-induced"  refers 
to  those  employees  {as  well  as- to  their  schoolchildren  and  income) 
in  the  commercial  seqtor  who  were  hi#ed  to  accommodate  the  spending 
of  base  employees.  * 
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in  property  tax  revenue.  Base-attributable  families  contributed  $199 
per  pupil  in  property  tax  revenues—substantially  less  than  the  $403  per 
pupil  contributed  by  the  other  families  in  Escambia  County.  The  State 
partially  made  up  this  difference  by  providing  $1,117  per  base-attribut- 
able child,  which  was  more  than  the  $1,002  it  provided  to  other  children 
in  the  district.  Together,  the  sum  of  revenues  from  the  State,  property 
taxes  paid  by  base-attributable  families,  and  miscellaneous  "other" 
local  revpnue  from  these  same  families  ($58  per  pupil)  failed  to  cover 
the  totar  cost  of  educating  base-attributable  schoolchildren.  (See 
chart  below.)     These  revenues  were  $0.4  million  less  than  expenditures? 

Per-Pupil  Revenue  Contributed  by  Base-Attributable  and 
and  Non-Base-Attributable  Families,  By  Source,  1979 

~"    "  Base-Attrib.  Non-Base-Attrib. 


Property  Tax  Revenue/ADA  $    199  §  403 

State  Aid/ADA  $1,117  $1,002 

Miscellaneous  "Other"  $      58  $  56 
Local  Revenue/ADA  ■ 

~~~  Tofcal  $1,374  $1,461 

In  additionr  alternative  use  of  the  site  would  have  generated  more 
revenue  than  it  would  have  imposed  in  expenditures  on  the~local  educa- 
tional agency.  The  assessed  valuation  per  pupil  of  the  site  would 
nearly  double,  so  that  if  the  mill  rate  were  to  remain  'at  eight  mills 
(as  the  model  assumes),  the  property  tax  revenue  generated  by  the  site 
would  increase  substantially.  The  study  found  that  the  site  occupied  by 
the  naval  base  would  have  a  per-pupil  assessed  valuation  of  $50,994, 
nearly  double  the  $26,089  currently  associated  with  the  base.  The 
reason,  of  course,  is  that  much  of  the  base  would  become  taxable.  (See 
Attachment  II,  infra.)   

Though  the  amount  of  State  aid  to  Escambia  County  would  be  reduced  under* 
alternative^ use,  it  would  not  decrease  enough  to  off set. the  increase  in 
property  tax  revenue. 

•    *  r  * 

The  State  aid  triggered  by  the  site  would"  decrease  to  $10.2  million,  or 
67  percent  of  revenue^ attributable  to  the  site".  The  percentage  of 
revenue  comprising  state  aid  would  still  be  above  the  average  for  other 
local  educational  agencies  in  the  State  (which  is  56  percent),  because 
the  assessed  valuation  per  pupil  of  the  site,  which  would  be  $50,994,  is 
below  the  Florida  average  of  $82,058.  The  assessed  valuation  for  the 
site  under  alternative  use  would  be  relatively  low  because  both  the  port 
and  airport^  which  would  be  operated  by  the  municipal 'government,  would 
be  tax-exempt.  (See  Attachment  II,  infra.)  The  sum  of  the  increased 
property  tax  revenue  from  the  site,  the  still  substantial  State  aid 
triggered  by  the  site,  and  the  miscellaneous  "other"  local  revenues 
contributed  by  families  associated  with  the  site  would  exceed  the 
expenditures  attributable _to  the  site  by  $0.3  million. 


The  divergence  between  the  burden  of  $0.7  million  determined  by  the 
Commission  study  and  Escambia  County* s  entitlement  of  $3.2  million  under 
the  Public  Law  874  formula  can  be  traced  chief lyg  to  the  large  State  role 
in  education  in  Florida*  „  The  Commission  study  found  that  the  State  fi- 
nanced 79  percent  of  the  costs  of  educating  base-attributable  children 
in  Escambia  County,  Th4  Public  Law  874  entitlement  formula,  however , 
compensated  Escambia  County  on  the  basis  that  the  State  paid  50  percent 
of  these  costs  (Escambia  County  uses  one-half  the  national  average 
per-pupil  expenditure  to  determine  ( its  local  contribution  rate).  This 
difference  of  29  percentage  points  regarding  the  State  role  accounted 
for  most  of  the  disparity  between  the  Public  Law  874  entitlement  and  the 
study's  determination  of  burden. 

*  .  » 

Escambia  County's  local  contribution  rate  (ICR)  was  $780'  in  1979 — 
readied  by  use. of  the  one-half  national  average  per-pupil  expenditure 
method  provided  in  Public  Law  874  for  calculating  LCR.  The  Commission 
found  that  substitution  of  its  own  data  into  the  Public  Law  874  formula 
resulted  in  a  per-pupil  local  contribution  of  $297. 

.The  following  table  shows  how  the  local  contribution  rate  was  determined 
for  Escambia  County  under  current  law  and  what  that  cate  would  have  been 
if  the  study's  findings  were  used: 

*  Local  Contribution  Per  Pupil  and  LCR,  Determined  Using 

Commission  Data  and  P.L,  874  Data,  Respectively 


Local  Contribution  | 

Per-Pupil 

Local 

Per  Pupil/LCR  I 

Expenditure 

Share 

(PPE  x  Local  Share)  ! 

Commission* 

$1,414 

0.21 

-$297  ; 

'P.L.  874 

$1,560+ 

0.5Ot 

$780       '  I 

*  The  Commission  figures  represent  the  ncldpoint^in  the  range  of  data 
determined  and  used  by  the"  study. 

+  Average  per-pupil  expenditure,  United  States,  FY  1979. 

t  Study's  determination  of  non-State  share  of  costs  of  base-attrib- 
utable children. 

?  * 

The  per-pupil  local  contribution  determined  by  Commission  data  was  $297, 
or  62  percent  less  than  the  Public  Law  874  local^eontribution^rafce  of 
$780  for  Escambia  County. in  1979.  The  source  of. most  of  this  disparity 
is  the  difference  in  local  share,  and  not  the  difference  in  the  per-* 
pupil  expenditure  figures.  The  difference  in-  per-pupil  expenditures 
accounted  for  only  six  percent  of  the  disparity  between  per-pupil  local 
contribution %and  LCR.  Public  Law  874  permits  local  educational  agencies 
♦to  use  the  national  average  of  per-pupil  expenditures,  whil£  the  Commis- 
sion study  uses  the  State  average  and  the  average  of  the  non-impacted 


districts  determined  by  the  State  to  be  comparable  to  Escambia  Qounty. 
If  the  Commission  had  used  the  national  average,  as  Public  Law  874  did, 
its  determination  of  per-pupil  local  contribution  would  still  have  ±>een 
only  $328— an  increase  just  $31  over  the  per-pWl  local  contribution 
actually  found  by  the  Conraission.  Thus,  the  difference  in  the  use  of 
per-pupil  expenditure  figures  accounted  for  only  a\small  portion  of  the 
disparity  in  local  shares."  x 

The  source  of  most  of  the  disparity  between  the  Commission's  per-pupil 
localncbgtribution  and  the  ICR  under  Public  Law  874  watf\the  difference 
in  the  determinations  of  local  share.  The  local  share  of Vase-attribut- 
able expenditures— which  amounted  to  21  percent  of  total  ekpenditures— 
was  lower  than  the  local  share  of  50  percent  provided  by  thiv Public  Law 
874  formula.  The  Commission  estimated  the  local  share  by  fust  deter-' 
mining  the  current  expenditures  imposed  by  base-attributable ^children 
and  the  State  revenue  trTggered  by  base-attributable  childrerk  The 
Commission  then  divided  the  difference  between  the  two  figures  by 
base-attributable  current  expenditures  to  arrive  at  local  share.  [Local 
Share^-  (Expenditures,  Base-Attributable  -  State  Revenues,  Basfe-AttrN 
utable)  *  -Expenditures,  Base-Attributable.]  The  Impact  Aid  law  ailc^ 
districts  to  assume  local  shares  of  50  percent  of*  State  or  nationaL 
average  per-pupil  expenditures *,  Escambia  County  used  one-half  the 
national  average. 

Thus  the  Commission  figure  for  per-pupil  local  contribution  was  substan- 
tially lower  than  the  LCR  used  in  computing  Escambia  County's  Public  Law  * 
^  874  entitlement.    This  difference  does  riot  cocspletely  explain,  however,' 
*  the  ultimate  difference  between  the  Commission-determined  burden  and  the 
entitlement   for    Escambia   County.      The  Commission's   per-pupil  local 
contribution  of  $297  was  38  percent  of  'the  LCR  of  $780  under  Public  Law 
874;  however,   the  Conmission-^etermined  burden  of  $0.7  million  was  22 
percent  of  the  $3. 2,  million  entitlement  for  Escambia  County.    While  the 
Commission's  per-pupil  local  contribution  was  substantially  smaller  than 
the  LCR  it  was  not.  sufficiently  small  to  explain  fully  the  discrepancy 
between  the  burden  and  the  entitlement  for  Escambia  - County.     The  other 
component  of  the  entitlement  formula  has  to  be  considered  if  this 
discrepancy  is  to  be  fully  explained. 

The   Public  Law  874   formula  determines- entitlement  by  multiplying  the 
local  contribution  rate  by  the  weighted  number  of  f ederally-connected^i/ 

193/  "Federally-connected*  children  are  those  who  live  with"  parents 
either  living  on,  working  on,^br  both  living  and  working  on  Federal 
property.  There  are  two  types  of  federally-connected  children;  an 
*  *A*  child  lives  with  a  parent  who  both  lives  on  and  works  on 
Federal,  property?  a  *B*  child  lives  with  a  parent  who.  either  lives 
on  or  works  on  (hut  not  both)  Federal  property.  Federally-connect- 
ed children  include  base-connected  children  as  well  as  children 
'  whose  parents  live  on,  work  on,  or  both  live  and  work  on  Federal 
installations  other  than  military  bases. 
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children*  The  weights  assigned  to  each  child  differ  on  -the  basis  of  the 
statute's  estimat^pf  the  relative  property  tax  burden  imposed  by  eaG$ 

child's  family.  'The  different  weights  reflect  the  property  tax 

contributions  from  plaies  of  residence  and  employment  by  the  families  of 
different  types  of  children* 

The  Commission  considers  these  property  tax  contributions  from  base- 
attributable  families  but  also  takes  into  account  their  contributions  to 
commercial  property  tax  revenues  and  miscellaneous  •other"  local  reve- 
nues* If  the  Commission  model  were  to  incorporate  these  reVenue  contri- 
butions into"  the  Public  Law  874  formula,  the  effect  would  be  to  lower* 
the  weights  applied  by  Public  Law,  £74  to  measure  burden*  ,The  lower 
weights  that  the  Commission  model  would  apply  would  reduce  the  burden  of 
the  base* 

To  determine  just  hqw  large  a  role  ,the  relative  revenue  burdens — as 
measured  by* the  weights— played  in  explaining  the  Commission  burden ,  the 
Cdmmission  estimated  entitlement  by  inserting  its*  own  data  into  the 
Public  Law  ?74  entitlement^ formula.  The  two  inserted  variables— some- 
what different  from  those  actually  applied  to  Escambia  County  by  the 
formula — were  the  Commission's  determination  of  the  local  contribution 
per  base-attributable  child  and  the  number  of  base-attributable  children^ 
using  the  weights  assigned  to  these  children  by  Public  Law  8JJb*rfffn 
determining  the  number  of -children,  the  Commission  included  base- 
induced  children  in  the  district  .as  well  as  children  directly  con- 
nected to  the  base*  The  Commission  incorporated  induced  employees 
and  their  schoolchildren  into  all  calculations  of  base  effects  on 
expenditures  and  revenues* 

A  comparison  of  the  determinations  of  entitlement  using  Commission  data 
and  data  provided  under  Public  Law  874  yielded  the  following  results: 


194/  Children  of  military  parents  living  oh  Base  are  assigned  a  weight 
j  of  1*0  because  their  parents  contribute  no  property  taxes  to  the 

local  educational  agency;  children  of  military  parents  living 
off  base,  .on  the  other  hand/  are'assigned  a  weight  of  0*5  on  the 
ground  that  their  parents  pay  property  taxes  on  their  residence, 
S  which  are  assumed  to  account  for  50  percent  of  all  property  tax 
revenues*  Other  weights  are  assigned  to  pupils  who  are  the  chil- 
v  dren  of  civilian  employees,  and  their  weights  differ  according  to 

whether  their  parents  live  in  or  out  of  the  county*  Finally-,  still 
othe^  weights  are  assigned  to  those  children  participating  in 
special  education  programs*  The  Commission  assigned  induced 
children  a  weight  of  0*45,  the  same  weight  that  is  given  by  Public 
x  x  Law  874  to  children  ^of  civilian  employees  working  in  the  county. 

\  195/  See  note  192,  supra,  regarding  the  term  "base-induced*" 
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Entitlement,  Determined  with  P.L.  874  Data'and 
Commission  Data  (Using  p.L.  874  Weights) 

Public  Law  874  Commission 

i 

Local  Contribution  Per  * 
Local  Contribution  Rate    $780  m  Base-Attributable  Child  •  $297 

Weighted  Number  of  Weighted  Number  *of 

x  Base-Connected  Children  4/189  x  Base-Attributable  Children  5,242 

»  Entitlement  $3,2  million  *  Entitlement  $1*6'  million 

These  calculations  show  that  the  variables  in  the  Public  Law  874  formula 
explain  a  great  deal  of  the  disparity  between  the  Commissions  burden 
and  the  entitlement  for  Escambia  County,  but  not  nearly  all  of  it. 
These  variables  with  Commission  data  inserted  would  yield  a  burden  of 
$1.6  million,  substantially  below  the  entitlement  of  $3.2  million,  which 
was  arrived  at  with  Public  Law  874  data.  Variables  other  than  those 
considered  by  the  formula,  however,  explain  the  difference  between  the 
$1.6  million  burden  and  the  ultimate  Commission-determined  burden  of 
$0.7  million. 

Because  the  budget  surplus  that  would  result  under  alternative  use  of 
the  base  sites  would  be  only  $0.3  million,  it  is  clear  that  the  bulk  of 
the  difference  stems  from  the  contributions  of  base-attributable  employ- 
ees to  local  revenues  that  have  not  been  captured  by  the  weights  used  in 
the  formula.  The  contributions  of  base-attributable  employees  to  com- 
mercial property  tax  revenue  and  miscellaneous  "other*  local  revenue — 
contributions  not  taken  into  account  by  the  weights  in  the  formula,  but 
considered  by  the  Commission— would  have  the  effect  of  lowering  the 
weights  applied  by  the  formula  to  reflect  'Federal  burden.  The  contribu- 
tions of  baser-attributable  employees  in  .Escambia  Co¥nty  are  likely  to  be 
particularly  large  both  because  Escambia  County  is  the  commercial  center 
of  the  Pensacola  SMSA  and  because  miscellaneous  "other*  local  revenues 
are  substantial  in  Escambia  County. 

The  extent  of  the  concentration  of  commercial  activity  in  Escambia 
County  can  be  seen  from  a  comparisic^n  of  the  retail  sales  in  Escambia 
County  with  the  sales  in  the  Pensacola  SMSA.  Retail  sales  and  taxable 
services  in  Escambia  County  totalled  $1,118  million  in  1979—an  amount 
comprising  89  percent  of  all  sales  and  services  *in  the  Pensacola  SMSA. 
The  civilian  emgloyees  of  the  Pensacola  Naval  Air  Station  complex,  who 
constituted  42  percent  of  all  base,  employees,  were,  therefore,  more 
likely  to  do  89  percent  of  their  shopping  in  Escambia  County,  according 
to  the  model.  These  purchases  resulted  in  commercial  property  tax 
revenues  for  the  local  educational  agency  that  were  measured  by  the 
model  but  were  not  taken  into  account,  by  the  weights  in  the  entitlement 
formula.  f 


Miscellaneous  "other*  local  revenues  in  Escambia  County  consisted  of  an 
assortment  of  revenues  from  investments,  fees,  and  charges.  Th£  most 
important  source  was  interest  earned  on  investments  by  Escambia  County, 
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which  totaled  $1*0  million  in  1979*  This  'other * fclo4al  revenue  account- 
ed for  14  percent  of  Escambia  County's  localiy-raisfd  re/enue  in. 1979, 
The  model  took  into  account  base,  employees 1  *"Ebn£ributions  ,  .to  tfc 
revenues  in  measuring  the  burden  of. the  base*. 

The  Commission's  estimate  of  burden  was  far  below-  Escambia  County!sv 
entitlement  under  Public  Law  874  primarily  because  th6  Commissid^s 
estimate  of  the  State .  share ,  in  financing  the  current . expenditures  ojt 
base-attribatable  schoolchildren  was  substantially  higher  than  the  ■ 
assumption  aSdut  .State  share  that  was  made  in  the*Public  Law  874 -formu- 
la* This  meant  that  the  costs  incurred  by  the  local  educational  agency 
as  a  result  of  the  Federal  base  were  lower  in  the  Commisjsiwnnodel  than 
according  to  the  assumptions  of  the  entitlement  formula.  The  Commission 
found  that  the  State  of  Florida  stepped  in  to  finance  much  , of  the 
education  cost*  The  Commission  estimated  that  the  State  paid  79  percent 
of  the  costs  of  base-attributable  schoolchildren  in  Escambia  County,  so 
that  the  local  share  of  these  expenditures  was  21  percent*-  The  Public 
Law  874  formula*  in  providing  a  local  contribution  rate  of  one-half  the 
national  average  per-pupil  expenditure*  assumed  that  the  local  share  was 
50  percent,  ^ 

The  other  principal  factor  that  lowered  the  Commission's  estimate  of 
burden  was  the  Commiss ion's  consideration  of  base-attributable  employ- 
ees' contributions  to  commercial  property  tax  revenues  and  to  miscellan- 
eous "other"  local  revenues.  The  ^entitlement  formula  applied  weights 
that  estimated  the  contributions  of  base  employees  to  residential 
property-  taxes.  Though  the  weights  do  not  estimate  commercial  property 
taxes  ©^miscellaneous  "other"  local  revenues*  the  effect  of  the  Commis- 
sion's consideration  of  base  employees*  contributions  *o  these  addition- 
al revenues  was  to  lower  the  Commission's  estimate  of  the  burden  imposed 
on  Escambia  County  by  the  fcensacola  Naval  Air  Station. 


Results  from  Alternative  Use 

The  study  reckoned  that  under  alternative  use*  the  amount  of  revenue 
contributed  by  employees  associated  with  the  site  would  have  been, 
slightly  more  than  the  expenditures  thpt  their  schoolchildren  required. 
The  revenues  added  by  employees  associated  with  the  sites  would  have 
been  ^15.3  million;  expenditures  associated 'with  educating -"the  children 
of  these  employees  would  have  been  $15.0  million.  Revenues  would 
therefore  have  exceeded  expenditures  by  $t).3  millidn. 

The  amount  of  expenditures  and  revenues^under  alternative  use  would  Tse 
higher  because '  under  alternative  use  both  the  number  -  of  employees  and 
the  incomes  attributable  to  the  site  would  increase  by  nearly  10  per- 
cent. (See  Attachment  II/  infra.)  If  Pensacola.  Naval  Air  Station 
complex  were  to  shut  down*  about  35  percent  of  the  land  on  the  sites 
used  by  the  base  would  be  used  for  industrial  purposes  and  15  percent 
would  be  occupied  by  residences  (Most  of  the  remainder  of  the  land  would 
be  vacant?}.  The  number  of  employees  who  worked  and  lived  in  the 
Escambia  County  School  District  would  increase. 
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The  expenditures  imposed  on  the  local  educational  agency  .by.  the  site 
would  increase  as  the  number  of  children  associated  with  the  site  in- 
creased to  10,616.  With  a  per-pupil  cost  o£  "$1/414,  the  local  educa- 
tional agency  would  have  had  fco  pay  $15.0  million  to  educate  .children 
associated  with  the  site.  » 

Approximately  29  percent  of  the  revenue  generated  by  the  site,  or 
4.5  million,  would  have  come  from  local  property  taxes  paid  primarily 
'from  industrial  and  residential  /sources.  While  this  percentage  would 
exceed  the  14  percent  share  of  revenue  paid' by  J^ase-attr  ibutable  employ- 
ees from  property  tax  revenue  today,  it  is  lower  than  the  average  in 
districts* throughout  the  State.  Property  tax  revenues  comprise  38 
percent  of  local  educational  agencies'  general  fand  revenue* thrbughout 
Florida..  The  site^would  contribute  a  relatively,  small  share  of  the 
property  tax  revenue  under  alternative  use  because  most  o£*  its  industri- 
al land  would  be  tax-exempt.  Nearly  2,000  abres  of v the  Naval  Air 
Station  complex  would  most  likely  be  used,  .if  the  base  <vere  to  shut 
down,  for  a  municipally-owned  airport  and  an  expanded,  municipally-owned 
port.  The  chief  sources  of  property  tax^  revenue  would  be  an  ijnchistrial 
park  and, the  residences  of  employees  who  work  at  the  site. 

State  aid  would  accoupt  for  $10.2  million  of  the,  site's  revenue,  of  67 
percent  of  total  revenue.  This  would  be  about  $1  million  less  than  the 
local  educational  agency  now  receives  from  the  State  as  a  result  of  the* 
base.  Under  alternative  use,  the  local  educational  agency's  gain  in 
assessed^aluation  would  more  than  offset  the  effect  on  the5  State 
formula  of  an  increase  in  children  to  produce  a  ~loss  of 'state  aid. 

The  per-pupil  amounts  of  categorical  State  aid  and  miscellaneous  "other* 
local  revenues,  which  include  interest  income,  would  be  comparable  under 
alternative   use   with   the  amounts   current^  contributed  by-  the  base. 
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j     ATTACHMENT  I 

STATISTICAL  PROFILE, '  ESCAMBIA  COUNTY  SpHOOL  DI£TkICT, * FY  1979 

Summary  ?  '  *"  , 

m  I.  School  District  a 


Average  Daily  Attendance  CftpA)  . 
5   •  Itotal 
"  ~*  Base 

'    Military,  A  '  ^ 

Military  B  •  ' 

Civilian  B 

Base  Employees 
Total      .  - 
Military,  total 

Living  in  district,' on  bas§ 
*  Living  in  district,  off^base 
Civilian,  total' 

Living  in  district 

Acres 


'Acres,  district 
Acres,  base  v 


40, 907  . 
7,617  . 

713 
3,324 
3,580 


23,537 
•13,113 
4,979 
4,442 

10,460 
6,901% 


420,480 
10,262 


II.*  Local  Educational  Agency  A 

s  *  .  ■ 

Rer-pupil  expenditure,  average*of  » 
b comparable  districts  • 
-       ?ea>*pupil  expenditure,  State  average 

s    >  Total  Property  Tax^^yenue 


^  Residential  ^sources 
Commercial  sources 
/.Industrial  £  agricultural  sources    $  4/606,000  , 


$  1,408 

.$  "1,421* 

$14,420,000 

'  $  6,489,1)00 
$  3,3'35,W)0^ 


Total  General  Fund  State  Aid  - 
scellan^ous  "Other*  LocallRe^fenue 


$42,145,000 
$  2,307,000" 
$  3,151,000 


L*  874  Entitlement,  PensacoXa  Naval 
(<Mr  Station  &  Eglin  Air/Force  Base 

874  Paymept,  Peftsab^a  Naval  Air'  *  1**18,000 
Station  &  Eglin  Air  Force  Base 


*  Includes  Eglin,  military  employees  living  in.Escambia  County, 
^pglin  civilians  livihg  in  Escambia  an^  Santa  Roara  Counties, 
i  and  contractors.      *  -  *  ^ 


I.. 


2  7f> 
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Current  Use 


I.    Current  Expenditu 


A 


Average  personal  income 
ADA/Job  *         j    '  ' 

Per-pupil  expenditure,  comgarabji  districts 
Per-pupil  expenditure;  State  average 
ADA,  base 

II.  Current  Revenues 


$13,500 

0.410- 
$1 ,408 
$1,421 
7,617 


TYPE  OP  EMPLOYEE 

NUMBER 

I  AVG.  WAGES  &  SAT.AfelES  . 

living  in 
district 

,  SMSA  (excl. 
district) 

living  in 
district 

SMSA  (excl. 
district) 

** 

'-I  ■ 

Civil  service 
Non-Appropriated  Fund 

employees  (NAF)  t 
Contractors 
Working  spouses 

5,591 
709 

553 
*  1,161 

876. 
103 

31 
183 

$22,383 
$  7,925 

$1 1  347 
$11,947 

$22/253 
'     $  7,925  * 

.$11,947 
$11,947 

L  ... 

Military  off  base 
IfOrkiag^  spouses 

4,344  . 
1,516 

.       616  ., 
•  468 

"$  8;991  • 
-  $11,947 

$  8,991 
$fl,947 

3  (b)  fD  parents  ^ 

48  f 

0 

$11,947 

t 

■+ 

WorJcing  spouses 

8 

0 

$1*1  ,947' 

t 

Military  on  base  - 

Families 

Bachelors 
Military  living  in 

mobile  homes 
Working  spouses* 

915 
4,064 

98 
585 

412 
998^ 

f83- 

$11,859 
$  8,916 

$  8,991  • 
$11 ,947 

$11,859 
$  8,91.1- 

• 

t 

$11*947 

Jt  Not  Applicable^ 

/- 

* 

f  m 

* 

"Personal  Income  Adjustment,  base  employees  . {except* NAF) 
Personal  Income  Adjustment,  NAF  employees 


Net  Multipliers  ^         «  \ 

Civil  service- employees  * 
Spouses,  civil  service  employed 
NAF  employees 
Military  employees 
Spouses,  military  employees  * 


1.03 


.24 
^00 

.23  - 
.-17  < 
.00  ■ 


.40 
.40 
•  37  . 
.33 
.35  f 


♦This  figure  for  spdSses  is  proportionately  larger  because  all  persons 
Living   in  "family  quarters*   are  assumed  to  be  married.     Also,  all'^ 
persons  living  in  ."bachelors  quarters"  are  assumed  riot  to'.have  wives 
within  the  county.  »  %  . 


9 
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a.  Residential  Property  Tax, Revenue  ($6,489,000) 

Population,  county,  1$78 
Population,  SMSA,  >978 
Personal  income,  county 
ADA,  low-rent,  public  housing 

yfc.  Commerqial  Property  Tax  Revenue  ($3,335,000) 

Percentage  of  .personal  income  spent  on 

retail  goods  an<i  *£^able  services 
Military  payroll,  employees  living        *  * 

on  base  and  in  district  #  $ 

Military  payroll,  employees  &  retirees 

living  in  district 
Total  on-base  sales 
'     Total,  retail  sal£s  &  taxable  services 

in  Escambia  County,  1 979" 
Total,  retail  sales  &  taxable  services, 

SMSA,  1979 


225,600 
275,500 
$1,536,856 
582 


59.3% 

$      9^,221  ,000 

$  161  ,512,000 
$      41 ,952,000 

$1,117,685,000 

$1,258,756/000 


c.  General  Fund  State  Aid  ($42,145,000> 

Non-categorical  aid  $3^8,326,000 
*     Categorical  aid  &  miscellaneous  "other"  aid    $  3,818,000 

d.  Miscellaneous  "Other"  Local  Revenues  (Non-Property  - 

Tax.  Revenues)'    (($2,307,000)     "    3  * 


Total  ADA,  district 

Miscellaneous  "other **W,ocal  revenue, 

function  of  ADA 
Miscellaneous  "other"  local  revenue, 

function  of  local  educational  agency  * 
^  ^  revenues  (Interest  $hc<5me,) 

Alternative  Use  *  * 


40,907 
$1,354,000 

$  953,000 


III*  Alternative  pse,  Expenditures  f 

-  Average  personal  Income  $13,500 
AD  A/ Job                                                    .  0AVQ 

Per-pupil  expenditure,  'comparable  districts  $  1,408 

Per-pupil  expenditure,  State  average  $  1,421 

IV#  Alternative  Use  Revenues 


Number 

'  Avg.  Tax 

Emp.  Per 

Avg. 

Acres 

Per  Acre 

Acre 

Agricultural 

893 

$4.15 

Proprietors 

.008 

*    $  6,737< 

Employees 

.002 

$  7,563 

Commercial 

470 

£1,400 

10.2 

$  8,788 

Industrie 

1,200 

$1,400* 

10,2 

$16,030 

Port  t 

•  300 

0 

15.38  r 

$16,030 

Airport 

1,653* 

0 

.273 

$1.6,030* 

4 


spoils 
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Number  of  working  spouses  of  alternative  * 

use 'site  employees,  county  1,969 
Number  of  working  spouses  of  alternative 

use  site  employees,  SMSA,  excluding  district  v  '  274 
Ayerage  W&S,  working  spouses  of  alternative 

use  site  employees                                 .  -  '  $11,947 

Personal  income  Adjustment 
Net  Multipliers  - 

Alternative  use.  employees  ■    ^  ,24  - 

9    Alternative  use| working  spouses  ,00  - 

PensacoU  Naval  Air  Station,  civilian  employees, 
*  living  in  the  distriot  -  6,246 

Total  Pensacola  Naval  Air  Station 
-  t  civilian  employees  ~  9,451 

a.  Residential  Property  Tax  Revenue  ($6,489,000) 

Percentage  induced  income  accruing  to 

'district  residents  #  33 

Population,  county,  1978  -  225,600* 

Population,  SMSA,  1978     ,  *  *  275,500 

Personal  income,  county  -  $1,536,856 
ADA,  low-rent  public  housing  582 

b„  Commercial  Property  Tax  Revenue  ($3,335,000) 


1.13 

.40 
.40 


5% 


/ 


Percentage  of  personal  income  spent  on 
•  retail  goqds^and  taxable  services 
Total,  retaiT%ales  &  taxable  services 

in  Escambia  County,  1979 
Total,  retail  sales  &  taxable  services, 
^SMSA,  1979 

c.  General  Fufid  State  Aid  ($42 ,,145,000) 

Non-categorical  aid  0 
,  Categorical  and  miscellaneous  "other* 
State  aid 


59. 

$1  ,117,685,000 
$^,258,756,000 

$38,326,000 
$  3,818,000 


3% 


d.  Miscellaneous  "Other*  Local  fcevenues  (Non-Property 
Tax  Revenues)     ($2,307,000)     .  * 


Total  ADA,  district 

Miscellaneous  "other"  local  revenue, 

function  of  ADA 
Miscellaneous  "other"  local  revenue, 

function  of, local  educational  agency 

revenues  (Interest  income) 


40,907 
$1,354,000 

$  953,000 
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ATTACHMENT  II 
BASIS  FOR  PROjfeCTIONS  OP  ALTERNATIVE  SITE  USE 

o  \ 

'Estimates  of  how  the  sites  occupied  by  tfie  Pensacola  Naval  Air  Station 
complex  would  be  used  if  the  base  were  to  close  down  were  made  by  the 
following  experts  on  local  Ictod  use  and  history: 

Duncan  Busfiart,  West  Florida  Regional  Planning  Council 

Peter  DeVries,  Pensacola  City  Planning  department  . 

John  Jones ,  Escambia  County  Appraiser  ^ 

Leora  Sutton,  Escambia  County  Historical  Society 

Ike  Wilson,  Escambia  County  Planning  Department 

The  C^mission  examined  the  alternative  use  of  Pensacola  Naval  Air 
,  Station  headquarters,  and  three  affiliated  stations  scattered  throughout 
southern  Escambia  County*  The  experts',  projections  about  alternative 
site  use  also  included  the  Pensacola  Municipal  Airpost,  located  11  miles 
f rom4 the  Naval  Air  Station.  The  important  sites  that  would  be  involved 
if  the  Navy  were  to  close  the  Naval  "Air  Station  complex,  according  to 
the  local  experts,  included1 the  following* 

Pensacpla  Naval  Air  Station  (5,821  acres)  • 
t Pensacola  Municipal  Airport  {1,200  acres);  « 
Bronson  Field  (1,9.08  acres)  _  * 
El^yson  Field  (620  acres) 

Corry  Field  (604  acres), 

*  * 

The  most  important  events  that  would  be  triggered  by  the,  base  closure* 
would  involve  the.  Naval  Air  Station  and  the  Pensacola  Municipal  Airport v 
The  experts  felt  that  closure  of  the  base  would  substantially  alleviate 
th^"  demand  for  land  in  southern  Escambia  CountyV  This  demand  is  in- 
creasing both  because  the  residential  population  of  Escambia  County  is 
rapidly  growing  and  because  trade  firms  want  to  use  the  facilities  at 
the  well-situated  Pensacola' port. 

Less  land   is  currently  developable  in  Escambia  County  than  would  be 
.  available  for  development  if  the  base  were  to  close  down.  Facilities 
owfied  by  the  city  of  Pensacola  are  duplicated  on  the  base:  like  the  city 
of  Pensacola,*  the  base  has  both  a  port  and  an  airport,  but  both  facili- 
ties are  restrict  fa  to  use1  by  the  U.S.  Navy.    These  facilities  "are  fewer 
than  12  miles  from  the  port  and  airport  run  by  Pensacola.    Evidence  of 
the  incte^sing  demand  for  residential  land  in  Escambia  County  is  provid- 
ed by  population  data.    ;The  population  of  both  Escambia  County  and  the 
Pensacola  SMSA*  (which  includes  Escambia  asd*  Santa  Rose  counties!  has 
been  increasing  at  a  rate  faster  than  the  national  -average.    The  popula- 
of  Escambia  County-  has  grown*  from  173^800  in  1960  to  225,600,  in 
X4978,  an  increase  of  29.8  percent. s  The  population  of  the  Pensacola  SMSA 
has  also  grown— from  203,400  in  1960  to  275,000  in  1978,  a  35.4  percent 
.  growth.    The  rate  of  increase  in  the  United  States,  meanwhile,  was  only 
22.0  percent  between  1960  and  1978. 
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These  pppulatiop  ^ains  were  concentrated  in  the  residential  areas  ' 
surrounding  the,  Pensacola  Municipal  Airport,  which  is  located  in  a 
suburban  area  northeast  of  the  city.  The  largest  population' increases 
in  Pensacola  from  1970-78  took  place  in  census  tracts  10-13,  which  are 
^adjacent  to,  the  airport;  census  tractH,  which  begins  less  than  one 
mile  west  of  the  airport;  ani  census  trkt  35,  which  begins  less  than 
one  mile  north  of  the  airport ,—2-2/  \ 

The  pressure  resulting  from  the  demand  for  residential  land  around  the 
Pensacola  Municipal  Airport  has  resulted  in  two  lawsuits  filed  by 
residents  against  the  city.  In  1978,  the  Gonzalez  family,  which  owns 
land  east  of  the  airport,  filed  a  suit  against  the  city  because  the 
family  wanted  to  sell  its  land  to  be  'developed  rather  .than  have  it  used  — 
as  a  buffer  zone  against  airport  noise.  The  city  ended  up  buying  the 
60-odd  acres  and  is  using  it  as  a  buffer  zone.  In  a  similar  case,  the 
Baars  Estate,  which  owns  land  to  the  south  of  the  airport,  also  wanted 
to  sell  its  land  for  development  purppses,  rather  than  have  it  used'as  a 
buffer  zone.    That  case4  filed  in  1977,  is  still  pending.  *-  - 

* 

Firms  involved  in  export  or  import  have  also  been  interested  in  acquir-' 
^ing  land  ,in  Escambil  County.    They  have,  been  particularly  "interested  in  ^ 
using  the  facilities  at  and  near  *  the  Port  of  Pensacola,  which  is  lo- 
cated eight  miles  north  of  the  entrance  to  the  Gulf  of  Mexico,  These 
firms  have  sought  to  locate  near   the  port  to  take  advantage  .of   the  " 
port's  desig^ble  location  and  the  high  quality  of  "  the  labor  force  Tn"  ™ 
Pensacola.  ' 

The  port  has  not  been  able  to  accommodate  all  the  requests  for  use  of 
port  facilities  because  the  warehouses  are  filled  to  capacity  or  because 
-the  port  is  not  deep  enough  to  service  some  of  the  large  ships.  The 
port  has  been  not  been  able  to  expand,  according-.to  the  experts,  because 
ifi  is  surrounded  on  all  sides  by  residential  and  commercial  develop- 
ments. In  addition,  the  two  railroad  lines  that  transport  cargo  from 
the  port— the  San  Francisco  and  the  Louisville  a  Nashville  railroads- 
delay  downtown  traffic  with  their  present  volume. 

Consequently,  the  port  has  had  to  turn  down  numerous  requests  from  firms 
interested  in  using  its  facilities.     The  Port  -Authority  of  Pensacoi2 
turned  away  78,000  tons  of  cargo  in  fiscal  year  1980  because  of  insuffi- 
cient capacity.    In  addition,  inquiries  from  a  half-dozen  major  corpora- \ 
tions  seeking   to  use   the   facilities  have  been  rejected  by .  the  Port 


J96/  Source:  pensacola  Planning  Department,  _ 

J97/-A.  study, by  the  A.T.  Kearney  consulting  firm  of  the  desirability  of 
the  Pensacola  area  as  a  business  location  listed  the  assets  of  the 
area;  the  quality  of  the  la&qr  forcfe,  the  supply  of  skmi-  and 
unskilled  labor,  the  availabil£by^£f  industrial  and  vocatior^l 
training,  the  low  level  of  union  activity,  expanding  transportation 
services,  and  the  quality  of  life. 
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Au£hor ity  in  the  last  three  years.  These  firms ,  which  have  included 
coal  exporters,  grain  companies,  and  manufacturers <*of  rail  cars,  reV 
quired  warehouse  space  that*  the.  port  could  not  provides . 

v  If' the  Naval  Air  .Station  were,  to  be  sold,^the  local  experts  maintain, 
both  the  residential  demand  for  land  at  the  Pensacola  Municipal  Airport 
and  the  demand  by  firms  for  use  of  the  Pensacola  Port  sould  be  satis- 
fied. The  naval  airoort  has  facilities  superior  to  those  of  the  munci- 
pal  airport*  they  sw,  and  transfer  of  the  na^al  airport  to  municipal 
ownership  wcaild  enable  residential  development  on  the  current  municipal 
^  airport.  Sale  of  the  ndval  base  to  the  city  of  Pensacola  would  supple- 
ment the  supply  of  port  facilities,  provide  a  port  deep  enough  to  accom- 
modate ships  too  large  for  the  current  municipal  port,  find  alleviate  the 
congestion  at  the  Port  of  Pensacola. 

,  The  current  municipal  airport  is  located  five  miles  northeast  of  down- 
f  town  Pensacola;  on  Escambia  Bay,  Its  7000-foot  runway  needs  to  be 
expanded  by  1  ,000  feet  *  .  according  to  a  long-range  plan#drawn  up  by  the 
city."  The  naval  airport  has  a  runway  of  11,000  feet—4,000  feet  longer 
than  the  runway  at  the  municipal  airport.  The  buffer  zone  between  the 
municipal  airport  and  * the  adjacent  residences  is  not  as  large  as t that 
_/*  provided  at  the  naval  airport;  in  fact,  the  noise  level  in  some  residen- 

tial areas  exceeds  the  75  decibels  allowed  by  the  Department  of  Housing 
_and  Urban _Development,_according  to  the  local  experts r  JThey  feel  that 
this*  level  of  noise  may  eventually  result  in  lawsuits 'against  the  city 
by  Pensacola  residents. 

The  naval  port,   if  transferred  to  municipal  control,  woujd  ease  the 
burden  on  the  facilities  of  the  current  municipal  port.    The  naval  port 
is   located  right  at  the  entrance  to  the  Gulf  of  Mexico,  eight  miles 
,  south,  of  the  municipal  port.     It  is  better  sheltered  from  the  elements 
than  is  the  municipal  port,  according  ta  the  local  experts.    This  is  a 
critical  asset  in  Pensacola  because   thunderstorms  occur  frequently  in 
the  area,  and  hurricanes  can  be  expected  once  every  seven  years,  accord- 
ing to  the  Pensacola  Planning  Department.    The  fact  that  the  naval  port 
^    is  " landlocked,"  according  to  Leora  Sutton,  affords  it  better  protection 
from  these  hazards.    In^addition,  the  water  at  the  naval  port  is  deeper 
than  that  at  the  municipal  port,  permitting  ships  with  larger  capacity 
_*feto  dock .  *  > 

Closure  of  the  Naval  Aix  Station  Headquarters  would  probably  Jesuit  not 
only  in  the  transfer  of  aitpcrt  and  port  facilities  to  municipal  use, 
but  also  in  the  sale  of tthe  res?^of  the  station.  The  choice  land  r^ear* 
the  naval  port  would  become  available,  probably  for  use  by  trade  and  * 
industrial  firms  who  *  have  been  unsuccessfully  seeking  acceas  to  the 
facilities  at  the  Pensacola  municipal  port.  The  local  planners  agreed 
that  1  ,200  acres  near  the  naval  port  would  probably  be  set  aside  for  use 
as  an  industrial  park  under  alternative _ use  because  of  the  proximity  of 
the  site  to  the  T5G*tr  and  because  there  are  no  environmental  obstacles  at 
the  site  to  prohibit  such  use. 
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The  presence  of  the  airport  on  the  site  woul^probably  prevent  major 
residential  development  on  the  site,  the  planners  felt,  despite  the  high 
demand  for  housing  in  the  Pensacola  ar.ea.  The  property  on  the  western 
part  of  the  base,  however,  would  be  sufficiently  buffered  ftom  airport 
noise  to  permit  development  for  residential  use*  The  natural  amenities 
of  the  waterfront,  the  planners  agreed,  would  be  conducive  to  the, 
development  of  about   150  aqres  f^:  middle-  and  upper-income  housing. 

Alternative  use  of  facilities  that  would  be  affected  by  closure  of  the 
Naval  Air  Station  Headquarters  is  summarized  below; 

Naval  Air  Station  Headquarters  (5,821  acres): 

28%  Municipal  Airport' {1 ,650  acres) 
'   Sl^Municipal  Port  (300  acres) 
21%  Industrial  Park  (1,,200  acres) 

43%  Buffer*Zone  (2,521  acres)  *  \ 

3%  Residential  (150  acres) .  . 

Pensacola  Municipal  Airport  (t,200  acres);  4  ' 

— 

100%  Residential  (1,200  acres) 

Pensacola  Municipal  Port  {68  acres) : 
JQ°\  HunicJLpal_toiLt  ASS  acre*}    ^  .     ,  .  - 

.The  projections  by  the  local  experts  about  how'the  three  fields  affili- 
ated with  the  Pensacola. Naval  Air  Station  Headquarters  Wc&ld  be  used  if 
the  base  were*  to  close  include  the  following;  "N  V 

Bronson  Field  (1,098  acres)         *  » 

75%  vacant  (823  acres) 

25%  residential  (275  acres) 

Bronson  overlooks  Perdido  Bay  on  the'  western  border  of  Escambia  county, 
six  miles  from  the  Naval  Air  Station  Headquarters  and  11.5  miles  from 
downtown  Pensacola*  '  It  is  currently  used  for  aviation  tracing  *nd  has 
few  facilities  other  than  a  landing  s$rip  and  .several  wate^tanks.  Most 
of  the  field  is  marshy  and 'susceptible  to  flooding,  according  to  the 
j  local  experts,  so  that  it  would  probably  not  be  developed.  The  Bronson 
waterfront,  however,  offers  desirable  views-of  Perdido  Bay,  so  that  this 
acreage  would  probably  'be  developed  .for  residential  use,  the  experts 
say.  ^  Similar  waterfront  across  Perdido  Bay  has  been  developed,  for 
condominiums,  and  the  demand  for  middle-  and  upper-income  housing  in 
gncmnhia  County  would  also  probably  result  in  the  development  of  condo- 
miniums on  the  Bronson  site,  the  experts  feel. 
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-  Ellyson  Field  (620  acres)  ,  _ 

76%  comggrcial  (470  acres) 
24%  vacant  (150  acres) 

i 

Ellyson  is-  located  on  Escambia  3ay,  11  miles  nor t^  of  the" -Pensacola 
Naval  Air  Statioiw-and  six  miles  north  of  downtown  Pensacola^  Ellyson 
was  declared  surplus  by  the  Navy  in  1979  and  turned  over  to  the  U.S. 
General  Services  Administration  (GSA) .  The  GSA  is  currently  negotiating 
the  sale'of  the  site  to  the  city  of 'Pensacoiar  which  wants'  to  use  it  as 
a  commercial  park.  The  infrastructure  on  the  current  site  includes 
shops,  office  buildings,  recreational  facilities/  aihd  hangar?. 

While  the  local  experts* agreed  that  most  of  the  stte~Vould  be  used  as  a 
commercial  park?  they  felt  that  the  low  elevation  of  the  northeast  sec- 
tor and  resulting  drainage  problems  would  probably  preclude  development 
of  that  area* 

Corry  Field  (604  acres)  - 

*      90%  residential  (544  acres) 

JLQ%_2acant_X££Lacr£Sj__  ** 

Corry  is  located  in  suburban  Pensacola,  two  ipiles  north  of  the  Naval  Air 
Station  and  four  miles  west  of  downtown  Pensacola*  Corry  is  currently 
used  by  tjie  Navy  to.  train  students  in  crygtoiogy,  electronic  waffare, 
and.  photography*     Its  .facilities  Include"  housing,,  schools,  a  hospital, 

and  recreation  facilities. 

<■ 

."Hie  local  experts  agreed  that  most  of  Corry  Fi^eld  would  be  used  for 
residential  purposes,  primarily  because  it  is  situated  amid  a  growing 
residential  .area  where  demand  for  low-'and  middle-income  housing  exceeds 
supply.  Corry  is, bordered  on  the  northern,  eastern,  and  southern  sides 
by  dense  residential  housing?  the  larifl  bordering  the  western  side — also 
residential— is  not  as  densely  inhabited  because  it  is  primarily  swamp- 
lands tThe  westernmost  part  of  Pensacola,  about  one  mile  from  Corry, 
recorded  the  fastest  population  grti/wth  of  Pensacola1  s  13  central  and 
older  city  census  tracts  from  1S63-70/  according  to  the  Pensacola  City 
Planning  Department*  The  local  expert^  felt  that  the  southern  portion 
of  Corry  would  probably  remain  vacant  to  allow  drainage  of  rainwater. 
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4)  Chambersburg  Area  School  District,  Chamber sburg ^Pennsylvania 
Introduction 

The  Chambersburg  Area  School  District  is  administered  by  an  independent 
local  educational  agency  that  generates  most  of  its  revenue  from  the 
local  Prop^y  tax.  Over  20  percent  of  its  chUdren  are  federally- 
connected;        the  vast  majority  of  them  are'  the  dbildren  of  civilians 

who  work  at  the  Letterkenny  Army  Depot  in  the  northern  part  of  the' 
district.     Chambersburg • s  Impact  Aid  entitlement  accounted  for  by 
children  of  Letterkenny  employees  was  $0.7  million  in  fiscal  year  1979, 
-and  its  payment  was  $0.4  million  thftt  year. 

.   frhe  Area  * 

r 

Geography,  The  district  is  located  in  the  heart  of  predominantly  rural 
FrankMn  County,  which  lies  on  the  southern  border  of  Pennsylvania  in 
the  center^  the  State.  (See  Maps  10  and  11,,  infra.)  The  town  of- 
Chambersburg ,\stfuch  is  the  capital  of  Franklin  County,  is  16cated  in  the 
district.  Chambersburg  is  the  most  populous  town  in  the  county  {it  has- 
16,500  people)  and  the  cctamercial  center  of  the  area. 

/ 

Chambersburg  is  about  one  hour's  drive  from  Pennsylvania's  capital, 
Harrisburg,'  to  the  northeast  and  Hagerstown,  Maryland  to  the  south*. 
Downtown  Chambersburg.  is  five  miles  south  of  Letterkenny.  Letterkenny 
occupies  about  45  percent  of  the  land  area  within,  the  district. 

Transportation.  Chambersburg  is  intersected  by  one  major  interstate  and 
•one  Federal  highway.  {See  Map  12-,  infra,  for  details.)  interstate  8t 
travels  north-south,  connecting  Hagerstown,  Maryland  to  tffe  south  with 
Harrisburg  and^Scranton  to  the  northeast;  Route  30  is  less  traveled  and 
runs  east-west* from  Philadelphia  to  Pittsburgh.  Sight  freight  trucking 
terminals  and  three  bus  lines  make  use  of  these  highways. 

Freight  train  transportation  is  provided  by  ConRail  and  Western 
Maryland,  which  have  terminals  in  Hagerstown  and  Harrisburg.  The 
Letterkenny  Army  Depot  operates  a  railroad  within  its  boundaries  that 
receives  and  ships  about  one-fifth  of  the  freight  volume  in  Franklin 
County. 


98/  "Federally-connected'  children  are  ..those  whp.-live  with  parents 
_  either  living  on,  working  on,  or  both  giving  ar^'Sprking  on  Federal 
property.  There  are  two  types  of  federally-connected  children:  an 
*A*  child  lives  with  a  parent  who  both  lives  on  and  works  on 
Federal  property;  a  "B*  child  lives  with  a  parent  who  either  lives 
on  or  works  on. {but  not  both)  Federal  property.  Federally-connect- 
ed children  include  base-connected  children  as  well  as  children 
whose  parents  live  on,  work  on,  or  both  live  and  work  on  Federal 
installations  other  than  military  bases. 
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The  nearest  regular  commercial  air  'service  is  provided  at  Harrisburg, 
Pennsylvania,  and  Hagerstown, 1  Maryland  airports,  with  major  connections 
to  fdur  large  municipal  airportV       *  t 

'The  feconomy.  Franklin  County  is  a  predominantly  rural  area',  with  over 
85  percent  of  Its  land  used  for  agriculture,  fdfest'  lands,  or  recrea- 
tion, Specifically,  45  percent  of  \he  land'  is  either  crop  land  or" 
pasture,  30  percent  is  forest  land,  %and  the  remaining  ten  percent 
consists  of  State  parks  and  forests. 

Tables  VII  and  fall  provide  an  overview  of  the  economic  base  in  Cham- 
bersburg an'd  Franklin  County: 

* 

TABLE  VII 

>  .  *  » 

Economic  Development,  Chambersburg  Area  and  U.S. ;  j 
Total  Population  and  Employees  By  Sector,  1950-78 
^numbers  in  thousands)  ■  \ 


« 

Percent  Change, 
Earliest-Most 
Recent'  Year 

POPULATION 

1950; 

1960  _ 

1970 

1978 

Chambersburg  * 

17.2 

17.7 

17.3 

16.5 

-4.1% 

Franklin  Co. 

75.9 

88.2 

100.8 

107.2 

41.2 

U.S. 

151,325.8 

179,323.2 

204,33S.O 

218,717.0 

44.5 

MANUFACTURING 

1954 

1963 

1972 

1977 

Chambersburg 

3.3 

4.7 

5.2 

4.9 

48.5 

FranTclin  Co. 

9.1~ 

[  10.3 

13.0 

14.6 

60.4 

U.S. 

16,125.6 

16,958.4 

19,026.8 

19,596.9 

21.5 

RETAIL* 

4954 

1963 

1972 

-/ 

1977 

Chambersburg 

2.1 

2.0 

3.0 

3.6 

71  ;4  - 

FrankidnCo. 

4.3 

4.5 

5.8 

6.6 

53.5 

U.S.  r 

■8,845.9 

10,118.1 

12,990.4 

14,895.2 

68.4 

SERVICES* 

1948 

1958 

1967  x 

4 

1977 

Chambersburg' 

0.3 

.  0.4 

O.f] 

>•  1.0 

233.3 

Franklin  Co. 

0.6 

1.2  ] 

1.4- 

2.1 

250.0  - 

U.S. 

1  ,902.1 

3,864.5 

5,029.0  . 

8,172.0 

%    329.6  A 

AGRICULTURAL* 

"  1950> 

1959 

1 9€9  1 

i  1974 

Chambersburg 

MA  * 

-  NA 

NA 

NA 

Fmnklin  Co. 

4.3 

3.6' 

£.3 

2.2 

*  -48.8 

U.S. 

6,966.2 

5,294.7 

3,384.6 

3,026.7 

-56.6 

Source:  U.S.  Census         i  * 

*  Employment  in  these  sectors  is  the  sum  of  the  number  of  establish-, 
raents  and  the  number  of  employees.  It  is  assumed  t;hat  there  is  one 
proprietor  per  establisttmept.      (Proprietors   are  excluded   from  the 


data-on  employees.) 

♦ 

NA  Not  Available 


\ 


9 
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TABLE  VIII 

Employees  by  Sector  as  Percent  of  Total  Employees , 
Franklin, County  and  U,S, 
(figures  in  parentheses  indicate  litest  year 
for  Which  data  is  available) 


*AG  (74) 

MANO  (77) 

*RET  (77) 

*SERV  (77) 

TOTAL 

Chambersburg 

NA 

51.6 

37.9 

10.5  ■ 

100:0 

Franklin  Co, 

8,6  , 

57.3 

25*9 

8*.  2* 

100.0 

U,S, 

6,6 

42.9 

32.9 

17.9 

100.0 

Source:  U.S.  Censys 


\ 


*  Employment  in  these  sectors  is  the  sum  of  £he  number  of  establish- 
ments and  ,the  number  of  employees.  It  is  assumed  that  there  is  one 
proprietor  per  establishment.  (Proprietors  are  excluded  from  the 
data  on  employees,)  , 

> 

NA  Not  Applicable.  ♦ 

This  data  reflects  the  following  developments: 


•  Chambersburg^  population  surged  during  the  1940's  when  Letterkenny 
was  eStablished.  In  the  last  .30  years,  the  town's  population  has 
remained  at  about  17,000.  While  Ch$mbersburg,s  population  has- reached 
a  plateau,  the  number  of 'people  in  Franklin  County  has  grown  steadily 
since  1950.  .  .  , 


9  Manufacturing  employment  has  increased  mor-e  rapifily  in  Franklin 
County  than  in  the  United  States,  The  number  of  manufacturing  employ- 
ees in  Franklin  County  has  increased  by  60  percent,  while  the  number* 
in  the  United  States  has  risen  by*  just  21  percent.  This  trend#has 
not,  however,  extended  to  Chambersburg,  whecg  manufacturing  employment 
has  leveled  off  over  the  last  two  decades* 

m  The  number  of  agricultural  jobs  in  Franklin  Codnty  has  been  decreas- 
ing, but  at  a  rate  slightly  lower  than  the  national  decline. 

•  The  proportion  &  Franklin  County  employes  in  agricultural  and 
manufacturing  jobs*  is  higher  than  the  national 'average.  Of  ChCnbers- 
•burg's  non-agricultural  employees,,  the  majority  work  in  the  manufac- 
turing sectoi  while  a  substantial  portion  work  in  retailing. 

The  School  District 

Of   the   8/346   children  educated   in  Chambersburg   in   fiscal  year  1979, 
1,692,  or  20  percent,  were  connected  with  the  Letterkenny  Depot.  About- 
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93  percent  of  these  base-cormected^VuWren  were  civilian,  *B"  stu- 
dents—the children  of  civilian^  working  on  the  base* 

The  composition  of  Chambersburg 's  base-connected  student 'population  was 
as  follows:  1 

Composition  of  Base-Connected  Children, 
-  Chambersburg  Area  School  District,  .FY, ,1979 

'Total  ADA  *  s ',34s  ■ 

Base-connected  ADA  1,692 
"A"  Children,  .74 
*  (                           Military  *B"  Children  42  \ 

Civilian  "B"  Children  '1,576^ 


Source:  SAFA 


*  » 
Most  of  Chamber sburg's  revenue  comes  frog.,  local  sources.  About  5^ 
percent  of  general  revenue  was  raised  locally  in  fiscal  year  1979, 
primarily  from_the  property  tax.  The  State  of  Pennsylvania  contributed 
over  56  million  in  general  fund  revenue,  or  41  percent;  impact  Aid  and 
Federal  categorical  funds  each  accounted  for  three  Dercent,  Public  Law 
874  entitlement  accounted  for  by  children  of  Letter kenny  employees  in 
f  iscal  jyear  1979  was  $0.7  million',  though,  the^agency^receiv^only -$ 0,4 
million.      The    following   chart   shows   Chambersburg 's   fiscal  sources-! 

*        ^  Sources  of  Education  Revenue,  ^ 

Chambersburg  Area  School  District,,  FY  1979 

VFed, 


Source:  Pennsylvania  Department  of  Education 


Market  value  per  pupil  in  the  district,  which*  provides-  the .  tpsis  for 
general  fund  State  aid,  was  below  the  State  average.  The  Market  value 
of  taxable  property  in  the  Chambersburg  District  divided  by  the  average 

J99/  '  "Base-connected"  children  .  are  "those- who  live  with  parents  either 
living  on,  working  on,  or  both  living  and  working  on  a  military 
base.  There  are  two  types  of  base^-connected  children:  an  "A"  child 
.  •  lives  with  a  parent  who  both  lives  and  works  on  a  military  base?  a 
?  *  chlxd  llves  with  a  parent  who  either  lives  or  works  (but  not 
both)  on  a  military  base.  Base-connected- children  do  not  include 
those  federally-connected  children  whose  parents '  live,  work,  or  • 
live  and  work  on  Federal  installations  other  than  military  bases. 


> 
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daily  attendance^was  $47,61 6  in  1?7&'in  the  State,,  tlja^ 
$49,316,    .The  presence  of  Letterkenny— which*  occupied  44 

'  land  in  the  district  and  employed  the  parents  of  20  'pex 
children—was  probably  a  factor  in  ChamSersburg's  low  per-]: 

•value. 


percent 


Of.  locally-raised  r'everyie,  74  percent  was  raised  by  the  property  tax 
The  remaining  26  percent  was  generated  by  a  variety  of  income  t axe a* on 
employees  and  residents.  . 

•  I'-'     •        '  J 

The  property  tax  base  of  the  Chambersburg  Area  School 
largely  residential  and  .commercial.  Sixty-two  percent  of 
tax  revepue  came  from  residential  sources  and  22  percent  fr 
property.    The  remaining  16  percent  came  from  agricultural 


figure  *  was 
of  the 
cent   of,  the 
pupil  market 


District  is 
the  property 
commercial, 
d  industri- 


al sources. 


The  Base 


Letterkenny  "dccupie^  19,524  acres  or  44  percent  of  the  land  irea'within 
"the  district.  .Letterkenny  was  the  largest  employer  in  the  county, 
employing  * 5, 360  people,  or  11  percent  of  all  employees  in  the,' county. 
Almost  98  percent  of  these  employees  were  civilian.  'The  ba)5f . payrpll 
was  $99  million  in  1979.   "    r    


1  i 


The  number  of  employees  at  Letterkenny  has  remained  relatively  Constant 
over  the  past  two  decades,  as  has  -the  %umber  of  civilian  employees.  The 
following  tab^e  shows  this,  consistency:  »  * 

Number  of  Employees  at  Letterkenny  Axmy  Depot,  1 940- 1979*  » 


1960 

Total  Employees 
•  Military 
Civilian 

Source:  Department /of  Defense; 


1970 

5,356 
79 
5,277 


1979 

5,360 
98 
5,262 


*  These  figures  d6  not  include  Non-Apprqpriated  Fund 
employees  or  Contractors. 

Residential  patterns  of  Letterkenny  employees  reveal  that  47  (percent  of 
all  the  civilian  employees* lived  in  the  Chambersburg  District,  and  about 
75  ^percent  of  the  civilians  lived  in  Franklin  County.  Of  the  98  mili- 
tary employees^  60  lived  on  base  and  most  of  the  r%st  lived  in  the 
school  district'.  The  average  salary*for  civilian  employees  &as  over 
$18,000  in  1979?  for  military  employeesr  it  was  nearly  $21  ,000.  Both  of 
these  exceeded, the  average  salary  in  Franklin  County,  which  was  $11,600 
in  1979. 


Letterkenny  has  .no  commercial  facilities  on  base,  but 'some  of  the- 
military  employees* travel  30  milfcs.to  shop  at  the  PX  and  commissary  in 
Carli?l§. 
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Summary  of  Results  '  * 

* 

The  following  table  summaries  the  results,  of  the  economic  iraoact  study 
for  the  Charabersburg  Area  School  District.—'  •  %* 


for  the  Charabersburg  Area  School  District. 

i  4 

Expenditures 

Per-Pupil  Base-Attributable 
Expenditures         (millions  $) 

Comparable  districts  $1,957  $3.9-$4.3 
State  Average  $1,987  $3.9-$4.4 


Revenues 


Source 
-R  


Property  -taxes  .   $1 .2-$3 .3 

State  aic^                 *  $1.6-91,8 

Misceilaneous  "other"  $0.5-$0.6 

local  revenue   

total  '  (  $3.3-$3.7 

-    _  Burden 


Alternative  Use 
(millions  $) 

$0.18-$0.22  ? 

?0.18-$0.22 


$0,J4-$0.18 
S0,04-$0.05 
$0.02-$0.03 

-  -  -7" 

$0.20-$0.24 


Net  Burden  »  (Current  burden  -  Alternative  use  burden) 
-  *  (Current  expenditures  -  Current  levehues) 
.    -  (Alternative  use  expenditures  -  Alternative  use  revenues) 


Comparable  PPE: 
State  ^vg.  PPE; 


*     Lower  Bound 
(millions  $)/ 

(3.9-3.3)  -  (0.18-0.20,) 
$0.6 

(3.9-3.3)  -  '(0.18-0.20) 
^  $0.6 


Oppgc  Bound 
(millions  $)  ' 

14.3-3,7)  -  (0.22-0.24) 
$0.6 

(4.4-r3.7)  -  (0.22-0.24) 
$0;7 


Entitlement  accounted  for  by  Letter kenny  Army  Depot  *  $0.7  million. 

j^?igures- rounded  for  clarity.  Those  used  in  text  are  ?the  midpoints. 
Results,  Ch^mbersburg  Area'  School  District,  Charabersburg,  Pennsylvania 


The  study  determined  that  Charabersburg  Area  School  District  sutfered  a 
fiscal  burden  of  between  $0.6  aqd  $0.7  million  in,  fiscal  year  1979.  The 
Public  Law  8?4  entitlement  for  Chambersburg  that*  was  triggered\by 
children  connected  with  Letterkenn^5  Army  Depot  was  $0.7  million.  The 
midpoint  of  the  study's  Istimat^e  of  the  burden  imposed  by  Letter kenny, 
therefore,  was  within  seven  percent  of  the  entitlement  determined  by  the 
Public  Law  874  formula.,  •  ,    '         *  {f' 
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The  burden  occurred  because  the  revenue  generated  by  employees  associ- 
ated with  Letterkenny  failed  to  cover  the  costs  that  their  schoolchil- 
dren imposed.  The  shortfall  in,  revenue  resulted  from  %he  failure,  of 
employees  associated  with  Letterkenny  to  pay  .as  much  in  local  .property 

taxes,  as  non-base  employees  |3aid.    Letfcerkeany-attr ibutable  'families 

did*  account    for  'mote    State   aid   t>han\/i6n-bkse-attr ibutable  ^S^milies 
'and  almost  as  much  miscellaneous  "other"  local  revenues;   these  reve- 
nues, however,  did  not  malce.  up* for  the  shortfall  in  local  property  tax 
revenues*  *  ? 

i 

The  following  table  shows  the  per-pupil  amount'  of  each  type  of  revenue 
that  base-attributable  and  non-base-attributable  families  contributed *to 
Chambersburg  Area  School  District: 


Per-Pupil  Revenue  Contributed  by  Base-Attributable  and 
•Bai 


Non-Base-Attrxbutable  Families,"  by  Source,  FY  1979 


Base-Attrib.  Kon-Base-Attrib., 


$597 

•  $744 

$825 

$745 

t  $249 

$257 

$1,671 

$1,746 

attributable 

families  i 

Property  Tax  Revenue/ADA 
Stale  Aid/ADA  - 
Miscellaneous  "Other* 
*  'Local'  Revenue/ADA 
Total 


much  as  non-base-attributable  families  did  in  per-pupil  State  aid  and 
miscellaneous  "other"  local  revenue,  they  did  hot  contribute  za  much 
property  tax  revenue  per  pupil; 

■*        •  « , 

Two  thousand  ninety-three  children  associated  with  Letterkenny  attended 
.Chambersburg  schools  at  a  cost  of  $1,972  per  pupil  inr1979.  About  24 
percent  of  the^e  pupils  were  the  children  of  ihduced*eraployees  who  were 
hired  to  accomodate  the  demand  for  goods  and  services  of  Letterkenny 
employees,  The  percentage  of  induced  children  was  relatively  high  in 
Chambersburg  because  virtually  all  the  employees  .at  Letterkenny  were 
civilians  who  lived  off  base  and  shopped  at  local  stores. Another 
reason  that  Chambersburg  had  a  large  number  of  pupils  who  v£re  the 
children  of  induced  employees  is  that  the  town  of  Chambersburg  is  the 
residential  and  commercial  center  of  the  largely,  agricultural  Franklin 
County*  There  Was  a  relatively  high  probability!  that  employees  hired  to 
accommodate  base  employees1  demand  for  goods  ano^services  would  live  in 
Chambersburg  itself. 


200/  "Base-attributable"  refers  to  the  sum  of  "base-connected"  and 
"base-induced,"  and  applies  to  employees,  their  schoolchildren, 
their  Incomes,  and  their  families.  It  also  applies  td  expenditures 
*  ar\d  to  revenues  of  the  local  educational  agency  that  have  been 
accounted  for  by  base-attributable  families.*  "Base-induced"  r.efers 
to  thpse  employees  (as  well  as  to' their  schoolchildren  and  income) 
•»  in  the  commercial  sector  who  were  hired  to  accommodate  the  spending 
of  bake  eqtployees. 


\ 
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While  children  associated  with  Letterkenny  imposed  costs  of  about  $4.2 
million  on  Chambersburg ,  the  employees  associated  with  Letterkenny 
,  contributed  only  $1.25  million  in  local  property  taxes— enough  revenue 
>  to  cover  only  30  percent  of  the  'education  costs  of  their  school-; 
children.  In  local  educational  agencies  throughout  Pennsylvania,  in 
contrast,  property  tax  revenues. financed  about  40  percent "of  the  cost 
of  education.  Of  the  $4.2  billion  in  education  revenue  raised  by 
agencies,  throughout  Pennsylvania,  $1.7  billion  came  from  local  property 
taxes  in  1979.  «  *    *  r 

*  f  m 

Within  the  Chambersburg  Area  School  District,  base-attributable  families 
failed  to  .contribute  as  much  property  tax  revenue  per  pupil  as  did 
families  who  were  not  associated  with  Letterkenny.  Base-attributable 
families,  who, accounted  for  2,093  children  in  1979,  paid  $597  per  pupil 
.  xn  property  tfaxes;  non-base-attributabie  families,  with  6,253  children, 
contributed  $744  per  pupil,  or  $147  more  titan  thos*  associated  with 
Letterkenny. 


State  aid  provided  a  higher  percentage  of  education  revenue. in  Chambers- 
Si?-*         }few?    '   °n   the  avera9e'"in   the  rest  of  Pennsylvania.  In 
addition,  within  Chambersburg  itself,  State  aid' per  child -was-iiigher- to 
base-attributable  children   than  it  was  tp^Hon-base-attributable  chil- 
dren. Chambersburg  received  $766  per  child- from  the  State,  an  amount 
that  comprised  41  percenfof  its  revenue,;  agencies  throughout  Pennsyl- 
vania received  an  average  of  39.4  percent  of  their  revenues  from  the. 
State.      State  aid   to  Chamber  sbcurg,    therefore,   provided  a  portion  of 
revenue  that  was  1.6  percentage  points  higher  than  the  portion  provided 
to  agencies  in  the  rest  of  Pennsylvania.     Within  Chambersburg  itself, 
State  aid  contributed  $825,  per  base-attributable  child,  or  49.4  percent* 
of  the  general  fund  revenue  for  base-attributable  children.     The  base- 
attributable  children  in  Chambersburg,  therefore,  accounted  for  $59  more 
In  State  aid  than  did  the  average  child  in  Chambersburg. 

Base-attributable    families   accounted   for    a   higher   portion  of "  State 
xevenue,than  did  other  families  in  the  district  because  they  were1 
associated  with  property  having  "^ess  taxable  market  value  ber  pupil. 
The  State  formula  increases  aid  as  the  taxable  market  value' .per  pupil  in 
a  district  decreases.    The  pe.r-pupil  market  value  associated  with  base-" 

^r^fable,J™Pl°ye.eS'  Place  °f  re^iden=8'  employment,  and  shopping  was 
$40,3^1  in  1979,  compared  with  the  per-pupil  market  value  of  non-base- 
attributable  employees  of  -$50,301.     The  tax-exemption  of  the"  place  of  . 
work  of  Letterkenny  employees  reduced  the  taxable  market  value  associ- 
ated with  these  employees  and  triggered  additional  State  aid.  r 

Chambersburg  also  imposed  income  and  employee  taxes,  which  are.  a  func- 
tion ot  income  and  the  number  of  employees^respectiveSy.  Letterkenny- 
attributable  employees  paid  $0,522  million  in^these  taxes,  or  $249  per 
pupil.  ,  This  per-pupil  payment  was  comparable  with  the  payment  made  bv 
non-base-attributabie  employees  in  £he  district,  which  .was  $257— "a 
difference  of  just  eight  dollars.    -  '   *    <  ' 
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ThuS/  the  revenue  shortfall  that  stems  from  the  presence  of  tfce  base  cSh 
be  attributed  to  the  shortfall  in  .property  tax  revenue,  from  employees 
associated  with  Letterkenny.  Their  prop/ert£  tax  contributions  covered  a 
substantially  smaller  share  of  their  education  costs  than'  did  the  same* 
contributions  qf  families  throughout  Pennsylvania,  Furthermore,  the 
property  tax  revenue  per  pupil  accounted  for  by  b&s^-attr ibutable 
families  was  '$147  less  than  was  revenue  per  pupil  from  non-base-attrib- 
utable families •  r  * 

The  shortfall  in  property  tax  contributions^from  Lett^rkeifchy  employees 
occbtred  despite  the  fact  that  k  high'  proportign  of  the  overwhelmingly 
civilian  .workforce  lived  and  shopped  in  Chambersburg.  Furthermore, 
Chambersburg  is'  the  commercial  center  of  Franklin  County ,%  attracting 
shoppers  ,who  live  throughout  the  county:  56  percent  of  the  retail  sales 
in  the  county  to6k  place  in  Chambersfoarg  in  1 979*  A  substantial  portion 
of  the  shopping  done  by  all  Letterkenny  employees/  therefore,  was  done 
in  Chambersburg,  contributing  to  its  commercial  property  tax  revenues* • 
•  Finally,  the  amount  of  income  that  Letterkenny  employees  received 
exceeded  the  average  income  of  other  employees  in  the  county.  Base 
employee  contributions  to  residential  commercial  property  ta$  revenues, 
on  average?  were  correspondingly  higher  than  those  of  Pennsylvania.  The 
average  income  of  civilian  base  employees  was  $18,000  and  of* military 
employees  $21,000  in  1979,  both  substantially  above  the  county  average 
of  $11  ,500'.  '  * 

Chambersburg  sqffered  a  burden  from  the  base  despite  the  presence  in  the 
district  of  a  substantial  number  of  Relatively  affluent  base  employees 
who  livefd  and  .did  most  of  their  shopping  in  the  district*  The  property 
tax  shortfall  Jzrpm  these  employees  could  only  have  resulted  from  the 
exemption  from  property  tax  enjoyed  by  their  place  of  employment, 
* Letterkenny  Army  Depot.  *  -  — 


The  correspondence  between  the  Commission's"  finding  of  a  $0.6  million 
burden  and  the  Public  Law  874'  entitlement  of  $0.7  million  for  Chambers- 
burg's  Letterlcenny-connected  children  stems  *  chiefly  from  two  factors; 

•  Discrepancies  between  the  data  used  by  the  Commission  and  the  Public 
Law  874  formula  cancelled  each  other  out.  These  discrepancies  oc- 
curred in  the  determination  of  local  contribution  per  pupil  ("local 
cdntributijbn  rate**,  or  LCR)  and  in  the  weighted  number  of  children 
associated  with  the  Federal  burden.  The  Public  Law  874  formula 
determines  "entitlement  by  multiplying  the  LCR  by  the  weighted  number 
"of  federally-connected  children .  ^The  Commission* s  data  on  local 
\  contribution  per  pupil  was  higher  than  the  LCR  from  the  formula,  but 
the  Commission's  estimate  of  the  ,weights  for  the  weighted  number  of 
base-attributable   children   would  have   been   lower   than   the  weights 


assigned  under  Public  Law  874. 


r 
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•  The  Public  Law  874  formula  captured  most  of  the  patterns  of  Federal 
impact  that  the  Commission  found  applied  to  Chamber sburg.  The  Commis- 
sion found  that  insertion  of  much- of  its  data  into  the  Public  Law  874 
formula  resulted  in  an  estimate  of  entitlement  within  $0.4 'million  of 
the  Commission's  final  determination  of  burden.  The  variables  in  the 
formula  explained  a  substantial  part  of  the  burden^fouhd  by  the  Cora-  v 
mission.  \ 


Chambersburg^s  LCR  in  1ST?  was  $888-reach«T  by  use  of  the  one-half, 
State  average  per-pupil  expenditure,  method  provided.  ii>  Public  Law  874 
for  calculating  LCR.   'The  Commission  found  that  substitution  of  its  own 
data  into  the  Public^  Law  874  fSrmula  resulted  in- a  local  contribution 
per  pupil  of  $1 ,144. 

The  following  table  shows  how  the  local  contribution  per  pupil  for 
Chambersburg  was  determined  under  current'  law  and  what  that  rate  would 
have  been-if  the  study's  data  were. used: 

Local  Contribution  Per  Pupil  and  LCR,  Determined  Using 

Commission  Data  and  P.L.  874  Data,  Respectively  • 


'Per-Pupil 
EScpenditure 

Local 
Share 

Local  Contribution 

Per  Pupil/LCR 
(PPS  x  Local  Share }% 

Commission* 

$1,972 

0.58+ 

$1,144 

P.L.  874 

•  f  $1,775t 

0.50  J 

$  *  888 

*    *  The  Commission  figures  represent  the  midpoint  in  the  range  of  data 
determined  and  used  by  the  study. 

+  Study's  determination  of  non-State  'share  of  costs  of  base-attrib- 
utable children. 

t    Average    per-pupil   expenditure,    State   of   Pennsylvania,    FY  1977. 

The  Commission's  determination  of  local-  contribution  per  pupil  was  29 
.percent  higher  than  LCR  under  Public  Law  874.  This  is  because  both 
Commission  figures  used  .to  compute  local  contribution— the  per-pupil 
expenditure  and  the  local  share  of  expenditures  for  base-attributable' 
children— were  higher  than  the  corresponding  figures  applied  by  the 
Public  Law  874  formula.  , 

The  per-pupil  expenditure  figure  used  by  the'  Commission , was  higher  than 
that  used  under  Public  Law  874  because  the  Commission  •>  data  was  more 
I  current.  The.  Commission  estimated  Federal  impact  for  1979  from  fiscal 
year  197?  data  on  per-pupil  expenditures  for  the  State  and  for  districts 
determined  to  be  curable  with  Chambersburg  by'  the  Pennsylvania  Aepart- 
ment  of  Education.  'The  Public  Law  874  formula,  in  contrast,  applied 

20T/  The  Pennsylvania  Department  of  Education  applied  Department  of 
Education  criteria  to  select  the  comparable  districts  at  the 
request  of  the  Commission. 
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per-pupil  expenditure  figures  from  fiscal,  year  1977  to  estimate  Cham- 
bersburg's  Entitlement  for  fiscal  year  1979.  This  two-year-old  data  did 
not  reflect   the  cost   increases  that  occurred  between   1977  "and  1979. 

The  Commission's  estimate  of  the  local  3hare  of  base-attributable  expen- 
ditures-Trwhich  amounted  to  58  percent  of,  total  expenditures — was  also 
higher  tlan  the  local  share  provided  by  the  Public  Law  874  formula.  The 
Commission  estimated  the  local  share  by  first  determining  the  current 
expenditures  imposed  by  base-attributable  children  and  State  revenue 
triggered  by  base-attributable  families*  The  Commission  then  divided 
the  difference  between  the  two  figures  by  base-attributable  current 
expenditures  to  arrive  at  local  share.  [Local  Share  *  (Expenditures*, 
Base-Attributable  -'State  Revenues,  Base-Attributable)  -r  Expenditures, 
Base-Attributable.]  The  Impact  Aid  law  allows  districts  to  assume  local 
shares  pf  50  percenjj  of  State  or  national  average  per-pupil  expendi- 
tures; Chambersburg  used  one-half  the, State  average. 
« 

Thus  the  Commission  figure  for  local  contribution  per  base-attributable 
child  was  higher  than  tfte  LCR  used  in  computing  Chambersburg 's  Public 
Law  874  entitlement.  Despite  the  difference,  however,  the  Commission's 
estimate  of  burden  turned  out  to  be  commensurate  with  Chambersburg1  s 
Public  Law  874  entitlement.  The  reason  is  that  the  Commission  to<to  into 
account  revenqe  contributions  that  the  Public  paw  874  formula  did 

not.    *  * 

*  * 

The  Public  Law  874  formula  determines  entitlement^  byt  multiplying  the 
local  contribution  rate  by  the  weighted  number  of  federally-connected 
children.  The  weights  assigned  to  each  child  differ  on  the  basis  of  the 
statute's  estima^  .of  the^  relative  property  tax  burden  imposed  by  each 
child's  family. — -'the  different  weights  reflect  the  property  tax  con- 
tributions from  places  of  residence  and  employment  by  the  families  of 
different  types  of  children. 

The  Commission  considers  these  property  tax  contributions  from  base- 
attributable  families  but  also  takes  into  account  their  contributions  to 
commercial  property   tax  revenues  and  miscellaneous  "other*  local 

202/  Children  of  military  parents  living  on  base  are  assigned  a  weight 
of  1.0"because  their  parents  contribute,  no 'property  taxes  to  the 
local  educational  agency.  Children  of  military  parents  living  off 
,  base,  on- the  other, hand,  are  assigned  a  weight  of  0.5  on  the  ground 
that  their  parents  pay  property  taxes  on  their  residence,  which  are 
assumed  to  account  for   5u  percent  of  all'  property  tax  revenues. 

r  .  Other  weights  cfre  assigned  to  pupils  who  ate  the  children  of 
civilian  employees,  agd  t^heir  weights  differ  according  to  whether 
their  parents  live  in  or  out  of  the  county.  Finally,  still  other 
weights  ar^  assigned  to  those  children  participating  in  special 
education  programs.  The  Commission  assigned  induced  children  a 
weight  of  0.45,  tlje  same  weight  that  is  given  by  Public  Law  ,874  to 
children 'of  civilian  employees  working  in  the  county. 
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revenues.  If  the  Commission  model  were  to  incorporate  these  revenue 
contributions  into  the  Public  Law  874  formula,  the  effect  would  be  to 
lower  the  weights  applied  by  Public. Law  874  to  measure  entitlement.  ,The 
lowex  weights  that  toe  Commission  'model  would  apply  would  reduce  the 
burden  and  offset  to  some  extent  the  Commission's  comparatively  high 
estimate  of  per-pupil  local' contribution. 


(To*  determine  just  how  large  a  role  the  relative  revenue  burdens— as 
measured  by  the  weights— pl\yed  in  explaining  the  Commission's  burden,  ' 
toe  Commission  estimated  entitlement  by  inserting  some  of  its  own  data 
irtfco  the  Public  Law  874  formula.  The  two  inserted  variables— somewhat 
different  from  those  actually  applied  to  Chambersburg  by  the  formula- 
were  the  Comm-ission's  determination  of  the  local  contribution  per 
base-attributable  child  and  the  h.uraber  of  base-attributable  children, 
using  the  weights  assigned  to  thes^e  children  by  Public  Law  874,  In. 
determining  the  number1  of  children,  the  Commission  included  base- 
induced         children  in  the  district,  as  well  as  children  directly 

connected  to  the  base.  The  Commission  incorporated  induced  employees 
and  their  schoolchildren  into  all  calculations  of  ^baae  effects'  on 
expenditures  and  revenues.  \  V 

A  comparison  of  the  determinations  of  entitlement  using  Commission' data 
and  data  provided  under  Public  Law,  874  yielded  the  following  results: 

Entitlement,  Determined  with  P.L»  8J4  Data  and 
Commission  Data  (Using  P.L.  874  Weights) 

Public  Law  874      y  \  ^Commission 


Local  Contribution  Per  ■ 
Local  Contribution  Rate    $888  Base-Attributable  Child  3/1,144 

Weighted  Number  of  Weighted  Number  of  / 

x  Base-Connected  Children      802  x  Base-AtAr ibutable  Children  -983 

=■  Entitlement  $0.7  million  Entitlements   \^    .  $1.1  million 

This  $1.1  million  figure— reached  by  inserting  Conmuss^on  data  into  $he* 
Public  Law  874  formula— is  $0.5  million  below  the  Commission's  final 
result  of  a  $0.6  million  bqrden.  This  closeness  suggests\that  'the  Public 
Law  874  formula  captures  many  of  the  same  dynamics  of  XpeWal  impact 
that  the  Commission  estimated  were  taking  place  in  Chambetsbu^g. 

The  $0.5  million  difference  stems'  from  the  Commi-ssion's*  gons!d\ration  of 
commercial  property  tM  revenue  and  miscellaneous  "other*  local  reve- 
nues—contributions that  would  have  the  effect  of  lowering  ,tXhe\weights 
applied  by  the  formula  to  reflect  Federal,  burden.   *  These  co'n&r ibutions 

203/  See  note  200,  supra,  regarding  the  term/ "base-induced."        \  \ 

•       •  '  '\\ 
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are  not  taken  into  account  by  the'  weights  in  the  formula  but  are  con- 
sidered by  the  ^Commission.  -The  contributions  of  base-attributable 
employees  *in  Chambersburg  are  likely  to  be  particularly  large  both 
because  Chambersburg  is  the  commercial  center  of  Franklin  County  and  , 
because  miscellaneous  "other"  local  revenue  Is  substantial  in  Chambers- 
burg.* 

'>.•*  ■ 

The  extent  of  the  concentration  of  commercial,  activity  in  Chambersburg 
*  can  be  see'n  from  a  comparison  of  the  retail  sales  in  Ctyambirsburg  with 
the  sales  in  franklin  County.  Retail  sales  ahd  taxable  services  in 
'Chambersburg  totaled  $2^34.9  million  in  1979 — an  amount  comprising  56 
percent  of  all  sales  and  services  in  Franklin  County.  The  population  of 
Chambersburg, *  however,  was  only  16,500— just  15  £er£ent  of  thfe  Franklin 
County  population.  The  predominantly  civilian  employees  of  f*etterkenny 
Army  Depot  were  likely  to  do  56  percent  of  their  shopping  in  Chambers- 
burg* ciccprding  to  the  m<jdel,  if  they  lived  in  Franklin  County.  These 
purchases^  resulted  in  commercial  property  tax  revenues  for 'the  local 
educational  agency  tyiat  were  measured  tfy^the  model*  but  were  not  taken 

into  account  by  the  weights'  in  the*  entitlement  formula. 

i 

Miscellaneous  "other"  local  revenues  in  Chambersburg  consisted  chiefly 
of  various  income  taxes  imposed  by  the  agency  on  local  employees  and 
residents.,  Chambersburg  was  the  only  district  studied  where  these  kinds 
o4  taxes  were  levied,  and  consequently  these  miscellaneous  "other"  local 
revenues  constituted  26  percent  of  locally-raised  revenue— the  highest 
proportion  in  any  district  that  the  Commission  studied.  Because  Letter-  ' 
kenny  employees  were  predominantly  civilian,  they  contributed  to  these  . 
revenues  just  as  any  employees  and  residents  in  the  district  did. 
Again,  the  model  took  these  revenues  into  account  in  measuring  the 
burden  of  th£  base,  though  the  weights  in  the  formula  didjiot. 

Finally,  the  residential  property  tax  contributions  of  base-attributable 
families  were  probably  higher  in  the  Commission  modjel  than  the  contribu- 

,  tions  indicated  Ijy  the  weights.  The  PutfLic  Law  874  formula  assumes  that 
base  employees  living  off  base  cbntribute  as  much  residential  property 

I  tax  revenue  as  other  employees  in  the  area;   it  is  also  assumed  that 

;  residential  property  tax  payments  constitute  50,  percent  of  all  property 
\ taxes   accounted   for  by  non-Federal  employees.     The  Commission,  model 

|  estimated  the  residential  property' tax  contributions  of  base  employees 
on  the  basis  of  their  incomes:  the  higher  the  incomes  of  employees,  the 
more  the  model  assumed  they  paid  in  residential  property  taxes.  Base 

Jployees    in    Chambersburg    earn   more,    on   average,    than   did  .  non-base 
ployees  in  1»£  area:  their  average  income  of  $1 8,000 'was  substantially 
re  than  the  $1 1 ,60CK/averaged  by  Other  Employees  in  the  County  in  1979. 
The   Commission  model,    unlike*  the  'Public   L§w   874   formula,  therefore, 
estimated  the  residential  property  t§x  contributions  of  baste  employees 
•  to  be  higher  than  the  contributions*  of  non-base  employees. 
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The  Conpission'S  determination  of  burden  was- commensurate  with  Chambers- 
burg's  actual  entitlement  because  discrepancies  between  data  used  by  the 
Commission  •  study  and  data*  applied  by  the  form&lp  'cancelled  each^other. 
Ihe  Commission's  estimate  of  local  contribution  per  base-attr'fbutable, 
child  was  higher  than  the. corresponding  figure  applied  in  £he  Public  Law 
:  874  formula,  but  'its,  weighted  number  o£*"  base-connected  children  would 
h$ve  .been  lower.  The  other  reason  that  burden  and  entitlement  were 
similar  was  that^  the  formula  captured  ja  substantial  part  of  th€^ impact/ 
of  Letterkenny  Army^lbepot  *  on  Ofembersburg  Area  School  District.  -Th£ 
most*  important  exponents  of  %  Fe«ral  impact  'in  the  Commission  study 
proved  to  be  the  Variables       the  formula.  '  & 


Results  from  Alternative  Use 


The  study  reckoned  that  if  Letterkenny^  Afray  Depofc  had  not  located  in 
Chambe'rsburg  and  alternative  use  had  been  made  of  the  site,  Charabersburg 
School  Di'strict  wogdd^have,  r eceived*$nough  revenue  from  employees 
associated  with  the  sfte  to  have  paid  for  the- children  from  that'sitQ. 
District  expenditures  for  those  children  would  have  been  $0.2  million, 
and  revenues  from  the  site  and  from  induced  employees  would  have  been 
$0.22  milium.  x    ^  x 


The  amount  of  expenditures  and  revenues  generated  under*  aite^^Mve  use 
would  have  been  relatively  small— the  ?D.2  million  in .  expendiSWes  and 
revenues  would  have  been  only  five  percent  of  the*  expenditures  imposed 
rby  children  associated  with  Letterkenny  Army  Depot  now<  The  land, 
'occupied  by  the  base  woqld  have  been  primarily,  agricultural:  over  90 
percent  of  the  site  would  have  been  put  to  agricultural  uses,  with  the 
remainder  divided  between  residential  and*  commercial  uses.  .  (See  Attach- 
ment II,  infra. )  Alternative  use  would  have  generated  only  five 
percent  as  many  students  as  Letterkenny  does.  The  less  intensive  use 
of*  the  site  woul^have  i&posed  only  aboutMOO  schoolchildren  on  the 
district:  this  contrasts  with  the  1,692  children  attributable  to  L^tter- 
ke^py  today.  *  «■•*■*  > 

The  retain  to  fche  tax  rolls  of  Letterkenny 's  19,524  acres,  'which  com- 
■prise  44  percent  of  the  land  area  in  the  district,  would  increase  the 
district's  taxable  market  value.  The  per-pupil  mafcket  value  of  the 
district  would  increase  from  the  current  $47,817  to  $51,056.  The 
average  per-pupil  >  market  value   in  Pennsylvania  was  $49,|ifc  in  -197$. 

The  effect  of  returning  Letterkenny  to* the  tax  rolls  would  have  b^etj,  to 
increase  local  property  tax  revenues  from  the  site  and  decrease  ^the 
proportion  of  .costs  paid  by  State  aid.  Mo»t  of  the  revenue  associated 
tfith  the  site  would  have  derived  from  local*  property  tax  revenue  and 
State  ai*d.  Of  the  $0.22  million  in  revenue,  $0.16  million  would  have 
originated  from  property  tax* revenue  paid  by  the  owners  of  'the  agricul- 
tural property  and  the  scattered  non-agricultural  residences,  ag  Wfellas 
from  commercial  establishments  patronized  by  families  working  or  living,*' 
or-  both  wojrkirig  and  living,  on  the  site.  * 


State  aid  triggered  6y  the  children^  and  market  value  of  the  site  woulc\ 
have' contributed  bstween*$0.04  million.,  * 

State  aid  as  a  proportion  of  education  costs  associated -with  the  si\e 
Would  have  depreased*  from  4J  ^percent  with  Letterkenny^resent  to  about 
22  'percent  unde'r  alternative  use.  The*  Pennsylvania  State  formula 
decteases  aid  as  market  value  per-pupil  increases.  j  • 

The  remainder  of  the  revenue  generated  by  the  site — $0.02  million—would 
have  come  from  miscellaneous  "other"  local  re^enul^N^/ 


• 

i 
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ATTACHMENT^! 

STATISTICAL  PW^ILE,  CHAMBERSBURG  AREA  SCHOOL  DIS«l4icT,  Ti  1979 
*   Summary     ^  v 

I.  School  District, 

Average  Daily  Attendance  (ADA) 

-  /               /  8,346 

Base                                      •  .1,692 

;  *       Military  A  .  v   .  74 

Military  B  42 

/                  C^vUian  B                 ^   1f576 

Base  Bjrt^lpyees                   V  * 

J5>^i  6,119 

^Military,  total  *  98 

^   1      Living,  in  district,  on  base  60  ^ 

Living  in  district,  off  base  28 

Civilj?«,  total  6,021 

Living  in  district  3,308 

^  Acres 


Acres,  district  ~  44,032 
Acres,  Base    "        ,  19,524 

y  ■ 

II.  Local  Educational  Agency 

Per-pupil  expenditure,  average  of  $  1,957 

comparable  districts  -  - 

Per-pupil  expenditure,  State  average'  $  1,987 

Total  Property  Tax  Revenue  >  $5,899,000 

i 

Residential  sources  &  $3,663,000 

Commercial  sources  *  $1,303,000 

Industrial  &  Agricultural  sources  $  933,000 

Total  General  Fund  State  Aid  $6,393,000 

4 

Miscellaneous  "Other*  Local  Revenue  $2,126,000 

■A 

*         P.L,  874  Entitlement,  Letterkenny'  $  710,000 

\    ,        Army  Depot  ^  % 

,P.L.  874  Appropriation,  Letterkenny  $  370,000 
Army  Depot  ~" 


Current  Use 


I.    Current  Expenditures  ^ 

♦'Average  personal  income  '  » 

ADA/Job      ,  %  *  * 

Per-pupil  expenditure,  comparable0 districts 
'Per-pupii  expenditure.  State  average 
ADA , . base 


$14,301 

0.40 
.  '$1,957 
$1>987 
1,692 


XX.  Current  Revenues 


TYPE  OP  EMPl^DYEE 

NUMBER 

AVERAGE 
WAGES  AND 
SALARIES 

living  in 
district 

SMS A  (excl* 
district) 

Civil  service  • 
Non-Appropriated  Fund 

employees  (NAP)  r  ] 
Contractors 
Working  spouses 

.  2,612 
62 

634*^ 
722 

1/245  . 
30 

^  0 
278 

$18,352 
$  8,944 

$11,645 
$11,645 

Military  off  base 
Working  spouses 

28 
9 

10 
3 

$20,879 
$11,645  , 

Military  &n  base 
Working  spouses 

-  60 
19 

<  0  * 

$20,879 
$11,645 

Personal  Income  Adjustment,  base  employees  (except  NAP) 
Personal  Income  Adjustment,  NAP  employees  > 

Ne^  Multipliers  1  *  * 

*Civil  service  employees 
*  Spouses,  civil  Service  employees 

NAP  employees    »  > 

Military  employed 

Spouses,  military  employe* 

a.  Residential  Property  Tax  Revenue  ($3, 663*000) 

H   Enrollment,  district 

Enrollment,  county 
mt  Population,  county,  1978 

Per  capita  personal  income  % 

ADft,  low-rent  public  housing 

b.  Commercial  Property  Tax  Revenue  (?1  ,303,000) 

Perc^ptage  of  personal  income  spent  on 

retail  goods  and  taxable  services 
Per&fentage  of~mIlitary  consumption 
^Carlisle 
*,Tcteal,  retail  salens  taxable  services, 
district,  197g 
TcrCaL,  retail  sales  &  taxable ^services, 
>>        county,  197,1  ' 


1.21 
1.12 


.*24  ~  .40 

.00  -  .40 

.23  ~  .37 

.17  -  .33 

.00  -  .35 


304 
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c.  General  Fund  State  Aid  ($6,393,000) 

^    Non-categorical*  aid                         ,  -  $5,055,000 

Categorical 'aid  .$1,338, 000 

*d.  Miscellaneous  "Other "  Local  Revenues  (Non-Pxoperty 
Tax  Revenues)  {$2,120Q|[) 

,  Total  ADA,  district  s  8,346 

•Other"  local  revenue,  function  of  ^>A 

Total  ^er  capita  tax             ^  $    116,000  * 

Miscellaneous  5  285,000 

"Other*  local  revenues,  function  of  taxable  income 

Total  earned  income  tax  *  $1,203,000 

Total  real  estate  transfer  tax  $  235,000 

Bnplojfee  tax  per  employee  $  ,  10 

Other  revenues  not  attributable  to  base  * 

employees  $  22,000 


Alternative  'Use 


XXX.  Alternative  Use  Expenditures 

Average  personal  income- 
ADA/Job 

Per-pupil  expenditure,  comparable  districts 
Per-pupil  -expenditure,  State  average  * 


•IV.  Alternative  Use  Rfcvsnues 


tv^n 


$14,301  . 

0.4O 
$  1,957' 
/~^1,987  . 


No.  Acres 

%  Land 
Developed 

Avg.  Tax 
Per  Acre 

Bmp,  Per 
Acre 

Avg.  W&S 

Agricultural 

Proprietors 

Employees 
* 

19,524-17,572 

.8445 

> 

$6.65 

* 

.0084 
.0052 

$13,783 
$  6,443 

*    Number  of  working  spouses  of  alternative 
use  site  employees,  district 
Number' of  working  spouses  of  alternative 
,    use  site  employees,  county,  excluding  district 
Average  W&S,  working  spouses  of  alternative 
use  site  employees 

Personal  Income  Adjustment 
Net  Multipliers  .  / 
Alternative  use  employees 
^Alternative  use  working  spcuises 


39-35 
4-4 
$11,645  \ 

1*21 

.24  -  .40 

.00  -  «r40 
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Residential  Property  Tax  Revenue  ($3,663,000)  ^  * 

Percentage  induced  income  accruing  to  > 

district  residents                 -  '  37,4% 

.Enrollment,  district  9,346 

Enrollment,  coupty  *  ' 22,200 ^ 

Population,  county,  1978  107,200 

Per  capita  personal  income  *  *      $7,851  * 

ADA,  low-rfcnt  public  housing  288 


Commercial  Property  Tax  Revenue  ($1,303/000) 

Percentage  of  personal  income  spent  on 

retail  goods  and  taxable  services  59*3% 
Percentage  of  military  consumption 

\at  Carlisle  ~.    .  ^  -  30.0% 

ToE31r,  retail  sales  &  taxable  services, 

district,  1979  "    '   ,  $'234,90^00^ 

Total,  retail  sales  &  taxable  services, 

county,  1979  '  $418,474,000 


General  Fun\  State  Aid  ($6,393,000), 

Non-categorical ^aid  ,  $5,055,000* 

Categorical  aid  $1,338*,000 


Miscellaneous  "Other*  Local  Revenues  (Hon-Pro^erty  " 
Tax  Revenues)  ($2,126,000) 

Total  kDkf  district  *  -  —  ^  8,346 

■Other*  local  "revenue,  function  of  ADA  * 

Total 'per  capita  tax  $  lf$,QQ0; 

Miscellaneous"  $  285,000 

•Other*,  local  revenue%s, 

i  •  # 

function  of  taxable  income 

Total  earned  income  tax  $1,203,000 

Total  real  estate  transfer  tax                  $  ^235,000 

Employee  tax  per  employee  $  10 

Other  revenues  not  attributable  to  base 

emplo^«s  5  22,000 
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BASIS  ^  FOR  PRCX^CTIC^S  OF  ALTERNATIVE  SIT|  USE 

Estimates  of  how  the  site  'occupied   by  letterkenny  irmy  Depot  would^ 
*have  been  used  if  the  base  had  never  been  established  were  made  by 
|the  following  experts  on  *and  usp  in  the  area: 

&ill  Britten,  historian  o£  Franklin  County 
*     Tot  Donahue*,  Franklin  County  Tax  Assessor^ 

Eugene  Gayman,  Vice-President,  Pennsylvania  Farmers'  Association 
John  Shearer,  Franklin  County  Extension  Servide 
•  Phil  Tarquino,  Franklin  County  Planning  Commission 

They  reached  a  consensus  that  90-100  percent sdf  the  s$te  now  occupied  by 
Letterkenny  would  have  been  used-  for  agricultural  purposes."  They  also 
agreed  that  any  remainder  would  have  been  put  to  low-density  residential 
use*  » 


3e|ir 


Tbc/ir  conclusions  rested  on  two  arguments:  that  the  site  itself  was 
conducive  to  agricttf-ture  more  than  to  any  other  economic  activity,  and 
that  the' surrounding  asea— like  the  Letterkenny  site — was  agricultural 
as  a  result  of  t^e  natural  and  economic  resources  of  the  area^ 

The  U.S.  Army  acquired  the  19,524-acre  site  now  occupied  by  Letterkenny 
AJrmy  Depot  in  1942.  The  land  was  purchased  from  381  individuals  and 
included  the  farms  of-  some  250  families,  eight  public  schools,  five 
Churches,  and  eight  cemeteries,  according § to  the  Chambersburg  Chamber  of 
Commerce* 

*Ttf)e  site  is  composed  primarily  of  Berks  and,  weikert.  soils,  which  *re 
2411-drained  silt  loams  tha£  contain  a  high  percentage  of  shales.  This 
type  of  soil  provides  a  fair-to-good  agricultural  base.  *  The  southeast- 
ern portion  of  the  sdte  consists  of  Hagerstown  soli,  a  d£ep,'  well- 
drained  soU  formed  from  limestone*  This  type  of 'soil  retains  water 
well  and  is  considered  a  prime'  base  for  crop  land*;  according  to  the 
FrankUn  County  Planning -Commission. 


* 


The  Planning  Commission,* which  rates  areas  ,in  FrankJJn  County  according 
to  their  potential  for  development,  has/given  the  area  in  which  the  site 
is  located  a  ranking  of  three  tut  of  a.  possible  five.  Calling  the  site 
a  "tertiary  developable*  area,  the  Planning  Commission  described  it  as 
an  area  that,  if  it  were  to  be  developed,  should  be  done  ."very  careful- 
ly." Any  kind  of  residential  development/  the  Commission  pointed  out  in 
its  most  recent  Comprehensive  Plan,  would  face  "severe"  sewage  problems 
as  a  result  of  the  particular  type  of  soil  association. 

/ 
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The  l/ocal  experts  projecting  tl^  alternative  *use  of  the  site  agreed  that 
*     ,the*  site  was  conducive  neither  to  residential  nor  industrial  develop- 
ment,   TtansportatiQn  facilities  in  the  county  are  poor,  they  noted,  and 
the  supply  of  public  water  was  -limited. 

Transportation  facilities,  and  especially  those  required  for  bulk  items, 
are  limited  because  no  river  passes  through  Franklin  County  and  because 
no  major  railroad  yards  operate  in  the  county.  The  nearest  major  river 
.  is>the  Susquehanna  River,  which  flows  through  E&ri'isburg,  about  45  miles 
from  Chambersburg *  Both  ConRail  and  Western  Maryland  railroad  carriers 
pass  'through  Chambersburg,  but  the  terminals  for  both  carriers  are  at 

•  Harrisburg  and  Hagerstown,  Maryland,  which'  is  about  25  miles  from 
^Chambersburg.      This   rail   service    is  devoted   exclusively   to  general 

freight  and  raw  material  handling .  Furthermore,  ths  nearest  air  freight 
service  is  provided  at  airports  in  Harrisburg  and  £agerstown»  Lohg- 
distance  transport  of  bulk  gdods  in  Franklia  County  is  provided  primari- 
ly by  truck  along- interstate  highways  81  and  76. 

\ 

The  supply  of  public  water  available  to  the  Letterkenny  site  is  also 
'relatively  limited.^  The  amount  to  which  the  site  would  have  excess  is 
dwarfed  by  the  supply  available  to  the  five  boroughs ^otf'.FranklinVcounty, 
none  of  which  has  a  population  of:  more  than  16,500.  This  small  water 
supply  contributed  to  the  classification  of  the  Letterkenny  site  ^as  a 
"tertiaty  developable*  area  by  the  Franklin  County  Planning  Commission. 

The  local  experts  pointed  to  ffie  small  amount  of  industrial  activity  in 
Franklin  County  as  evidence  that/  the  transportation  facilities  and  water 
supply  wduld  have  precluded  industrial  use  of  the  Letterkenny  site.  Of 
the  7^4.0  square  miles   in  Franklin  County,  only  2.6  square  miles — or 

0.34  percent   of   the   land  area— was  used   for   manufacturing    in  J974. 

*  — 

^Consequently,  th£  population  in  the  county  is  also  small..  Chambersburg, 
Jfwith  a  population  of '16,500  in  1978,  is  the  largest  borough.4  The  next 
W  largest  is  Waynesboro  with  a  population  of  10,000  in  1970,  and  the  three 
other  boroughs — Greencastle,   Mercerburg,  and  Shippensburg—h^ve  a  pom- 

*  bined  population  of  less  than  6,500. 
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III.  HOW  SHOULD  'Tp  TERM  "FEDERAL  PROPERTY*  BE  DEFINED? 

The  general  principle  Underlying  the  majgr  part  of  Impact  Aid  .is  that 
the'  existence  of  real  property '"which  is  not-subject  to  State  and  local 
taxation  «in<  the  school  district  of  a , local__educational  agency  entitles 
that  local 2g|ucational  agency  to^  payments- to  offset  property  tax  reve- 
nues lost.  Thus, ^ it  is  the  tax-exempt  status  ,of  land  which  goverrts 

its  inclusion  in  the  definition  ] [of  Federal  -property. ,  if  impact  Aid 
policy  is  to  be  both  consistent  and  complete,  the  definition  of  Federal 
property  should  include  all  ta^-exemptr  land  "and  include  none  which  is 
not  entirely  tax-exempt.  "  >  / 

The  statute  has  sine*  1950  defined  "Federal  property"  generally  as  that 
property  which  is  owned  or  Uea§ed  by  the~~United  States  and  is  not' 
subject  to  State  or  local  taxation.  .From  the  beginning  of  the  program, 
the  definition  has  incited  exceptions  or  clarifications  such  as  "Indian 
lands,  V  defined  as  real  property  which  is  either  held  in  trust  by  the 
United  States  for  individual  Indians  or  Indian  tribes  or  held  By  indi- 
vidual Indians  or  Indian  tr^es  and  is  subject  to  restrictions  upon 
alienation  imposed  by  the  Federal  Government. 

Excluded  from  the  definition  of  Federal  property  in  the  1950  statute" 


were 


.(1)  any  real  property  used  by  the  United  States  primarily  koz  the 
provision  of  services  to  the  local  area  in  which  that  -  proper ty*  is 
located;  v  • 

(2)  any  real  property  used  for  labor  supply  centers,  labor  homes,  and 
labor  camps  for  migratory  farm  workers;  and  ^  *" 

(3)  any  low-rent  Rousing  part  of  a  low-rent  housing  project  assisted 
under  the  United  States  Housing  Act  of  1937.  »  - 

Post  offices  were  effectively  excluded  froip  the  definition  of  Federal 
property  in  1950*  because  the  legislative  history  made  clear  that  they 
are  considered  property  used  primarily  for  the  provision  of  services  to 
a^local  ^rea.         ^  m  1  .  t 

Other  kinds  of  property  have  Jseen  added  to  the  definition  of- Federal 
property,  including  private  leasehold  interests  in  Federal  property, 
property  owned  by  foreign  governments,  and  any  school  providing  flight 
training  to  members  of  the  Air  Force.  -  V 

The  following  is  a, description  of  the  kinds  of  property  which  have  been 
included  in,  and  excluded  from,  the  .def initipn  of  Federal  property  since 
Public  La^  874  was  enacted,  together  with  the  reasons  for  inclusion  and 
exclusion  where  legislative  history  provide^ insight.  * 

204/  H.R.  Rep.  Ko.  2287,'  81st  Cong.,  2d  Sess.  2,  7,  27  (1950). 
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11)  "Real  property  which  is  owned  or" leased  by  the  United  States,  and 
which  is  not  subject  to  taxation  by  any  Statfe-  or  any  political 
subdivision  oj^a  State  or  by  ,the  District  of  Columbia, 

This  general  definition  was  included  in  the  original  Impact  Aid  law 
and  remains  anchanged  today*  %  This  fs  the  category^  in  which  roost 
prpperty  falls  against  which  school  districts  claim  for  Impact  Aid, 
It  is  the  kind  of  property  about  which  the  original-'  House  Report  on 
Public  Law  874  stated;* 

...the  United  States  has  become  an  industrialist,  a 
landlord,  or  a  businessman  in  many  communities  of  the  * 
Ration  without  accepting  the.  responsibility  of  the 
normal  citizen. in, a  community/  because  property  under 
Federal  ownership  or  control  generally  is  not  subject 
to  local  taxation. 

because*  of  this,  the  Report  continued: 

Federal  activities  place  a  financial  burden  on  adjacent 
school  districts  for  the  following  principal  reasons: 

1.  Federal  ownership  of  property  reduces  local  tax 
income  for  school  purposes. 

2.  A  Federal  project  or  activity  causes  an  influx  of 
persons  into  a  comaunity,  'resulting  in  an  increased 
number  of  children  to  be  educated. 


Thus,  fehe  rationale,  for  including  real  property  owned  or  leased  by 
the  Federal  Government* and  not  subject  to  taxation  by  localities  is 
the  property's  v^try  tax  -exemption,  which  exists  because-  of  Federal 
ownership. 

(*2)  Real  property  leased  from  the  Secretary  of  the*  Army,  Navy,  or 
Air  Force  under  section  805  of  th^  National  Housing  Act,  as  amended 
(so-callefd^Wherry-Sperice  housing").  ~     •  h 

*  *  * 

This  property  was  included  in  the  original  definition  *of  Federal 
property  in  Public  Law  874.  The  rationale  for  inclusion,  according 
to  the  House  Report  on  the  bill,  was^that: 

*  -  » 

^Wherry-Spence  housing]  was  intended  to  play  an  impor- 
tant role  in  providing  housing  to  military  and  civilian  , 
personnel  connected  with  Federal  activities-  in  a£eas  ' 
suffering  acute  housing  shortages. 

That  same  report  observed  th*t  "the  State  and  local  tax  status  of 
[Wherry-Spence  housing]  ^ot  clear  at  Jthis  time"  and  that  if 
Wherry-Spence  housing  became  "fully  subject  to  Stat£jor  local 
taxation,"  inclusion  in*  the  definition  of  Federal  ,  prpjperty  for 
Impact  Aid  purposes  would  no  longer  be  necessary. 


i 
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The  language  specifically  referring  to  Wherry-Spence  housing  was 
^ stricken  from  the  definition  'of  Federal  property  in  1953  by  Public 
La*  83-248.  It  is  considered,  however ,  . tjiat  Wherry-Spence  housi 
is  included  in  the  general  category  of  lfised property  owned  by»t 
United  States  whether  taxable  or  tax-exempt,  =Sf 


ng 
the 


&  Real  property  Aeld  in  trust  by  the  United  States  for  individual 
Indians  or  Indiarftribes  and  real  property  held  by  individual 
Indians  or  Indian  tribes  which  is  subject  to  restrictions  on  aliena- 
tion imposed  by  the  United  States,   

*,  *  J 

Indiata  lands  have  been  included  in  the  definition  of  Federal  proper- 
ty since  1950.  There  is  no  explanation  for  this  inclusion  in  the 
legislative  historyf  though  it  seems  clear  that  Indian  lands  are 
included  because  of  their  tax-exempt  status, 

(4)  Any  low-rent  housing  (whether  or  not  owned  by  the  United  States) 
which  is  part  of  a  low-rep^  housing  project-  assisted  under  the 
United  States  Hqusing  Act  of  1937j.  T  \ 

When  Public  Law  874  was  originally  ermcted,  low-rent  housing  pro- 
,  perty  was  specifically  excluded  from^  the  definition  of  Federal 
property,  The  House  Report  defended  the  exclusion  on  the  grounds 
that  a  Federal  subsidy  is  "a  form  of  Federal  aid  to  the  local 
communities,*    The  Report  provided  further: 

It  was  intended  that  the  communities  bear  a  substantial 
portion  of  t^e  cost  involved  [yi  providing  low-rent 
housing],  Jt'was  understood  from  the  beginning ,  that 
. full  taxes  could  not  be  paid  if  the  necessary  low 
rentals  were  to  be  achieved  and  that  the  loss  repre- 
sented by  the  difference  between  full  taxes  and  pay- 
ments in  lieu  ol  taxes  would  represent  the  local 
contribution  toward  a  joint  Federal  and  local  program 
intended  primarily  for   the  benefit   of  the  locality. 

In  1970,  Public  Law  91-230  amended'  the  Impact  Aid  law  to  include 
lo^r en t  housing .  in  the  definition  of  Federal  property.  The  Senate 
Report  on  that  bill  reasoned  that  children  residing  on  Ipw-rent 
housing  have  ?as  heavy  an' impact  on  l^cal  educational  ^agencies  as 
that  of  children  considered  to  be  federally  connected?  und*  present 
.law."  That  report  also  pointed  out  that  inadequate  payments  Jji^ 
lieu  of  taxes*  "bear  no  relationship  to  the  cost  of  .prividirtg^cluca^ 
tion  for  the  children  residing  in  {low-rent  housing]." 

Thus  low-rent  housing  projects  are  currently  includedAtf  the  d^^ii- 
tion  of  Federal   property   under   itapact   Aid   not   because  of  Sifir 


•f 


205/  See  section  5,  infra. 
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inherent  ta*-exempt  status  resulting  from  Federal  ownership t  but 
because  of  Federal  law  which  renders'!  them  tax  exempt. 

i 

(5)  Any  interest  in  Federal  property., .  .un.der  an  easemeat,  lease/ 
license/  permit ,  or  other  arrangement/  as  well  as  any  improvements 
of  any  naturfe...on  such  property  even  though  such  interests  or 
improvements  are  subject  to  taxation  by  a  State  or  political  subdi- 
vision of  a  State  or  by  the  District?  of  Columbia. 

This  provision  means  that  'interests  owned  by  private  individuals  or 
firms  in  lancd  held  in  fee  by  the 'Federal  Government  .are  included  in 
the  definition  of  Federal  property The  House  Re£>ort  on  the  1953 
amendment"  adding  this  provision  to  the  statute  pointed  out  that 
•property  taxes  realized  on  [some]  leased ^property  or  improvements 
are  for  the  most  part  negligible  ,and  in  no  way  represent  a  normal 
tax  return  on  the  property  involved.*  For  this  reason, -  Impact  Aid 
was  amended  to  allow  local  educational  agencies  "to  count  children 
whose  parents  live  or  work  on  [leased  property]. ■  Property  taxes 
•paid  in* connection  with  such  leased  property  33d  becoming  available 
to  the  school  district/*  the  amendment  provided,  muat  be'  "deducted 
.  from  any  flinpact  Aid]  payments*  ♦* 

*  -         '  "         W  c 

I  + 

Thus,  federally-owned  property  leased  to  private  individuals  or  firms 
are  included  in  Jfche  definition  Qf,  Federal  property  beca'use  of  the 
tax  exemption  flowing  from  Federal  ownership. 

S  %        .  ' 

(.6)  Property  owned  *by  a  foreign  government  or  bfan  international 
organization^which  Iby  reason  of  such  ownership  is  not  subject  to 
taxation  byfthe  State  in  which  it  is  located  or  a  subdivision 
thereof.  •  - 

On  the  b^sis  that  foreign-owned  property  is  tax-exempt,  thafproper- 
ty  was  included  in  the  definition  of  Federal  property  in  1978.  The 
Senate  Report  on  Public  Law  95-561  provided; 

...property  owned  by  foreign  governments  and  interna- 
tional organizations  should  be  treated  in  the  same 
manner  era  federally  owned  proper \y.  Thus,  where  the  ^ 
property  owned  by  foreign  governments  and  international 
organizations  is  not  subject  to  taxation  by  the  State 
in  which  it  is  located,  or  a  subdivision  of  that  State, 
and  where  that  property  generates  no  local  tax  rive-' 
nues,  payments  will  then  be  made  to  the  local  educa- 
tional agency.... 

It  is  government,  though  not  Federal,  ownership  giving  rise  to  tax 
exemption  which  warrants  inclusion  of  foreign-owned  property  in 
the  definition  of  Federal  property. 
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<7>    Federaliy-owned  property  used  by  the  United  states  primarily'to 


provide  benefits  to  the^%local  community 

The*  original  Impact  Aid  law  prbvided  tha£  property,  though  fed-' 
erally-ownfed  and  tax-exferapt,  which,  is  used  primarily  to  provide 
benefits  to  a  local  cojmkunity,  lis  not  part  of  the  definition  of* 
Federal  property  giving  rise  to  [Impact  Aid  payments.  Post  offices 
L   and  ^istridt  courthouses  twoj  kinds  of 'property  mentioned  £&  the 

original  House  Report  wh^ch  pjrovide  benefits  -to  a  coramuQ^fcy. 
Excluding  property  which  l^enpfits  a  locality  squares  with(£he 
underlying  rationale  of  Impactf  A.id,  compensating  for '  a'  Federal 
•burden.  In  1966,  however,  thj  Congress  conclirded  tfhat  it  wis 
"extremely  c^,f  f  icult  ^to  determine!  when  Federal  property  is,  ar\d  when 
it  is  not,"  primarily  a  benef it|#  to  a  community.  Further,  as  the  4 
House  Report  on  Public  Law  89-750  observedl 

*  I  ( 

••.federally  owned  property  on  which  children  live  or  \ 
their  parents  *a're  employed  (creates  a  measurable  'finan- 
,    cial  burden  for  $he/ school  ^istrict,  whether  ot^ibt  the 
property  is  used'  primarily  for  a  local  service  or 
benefit.     .  •  * 

For  yiis  reason,  the  exclusioni  of"  federally-own^d  property  which 
.  primarily  benefits  a  community  wis  eliminated  from  the  definition  in 
-    1966.      In^this  case <  it   is  Feflfljsral  ownership  giving   rise   to  tax 

exemption Which  justifies  the  inclusion  in  the, definition  of 
*  Federal  property  under  Impact  Aid, 

<8>  Any  .real  property  ujider  the  jurisdiction  of  the  Post  Office  ■ 
Department  and  used  primarily  for  the  provision  of  pdstal  service.' 

When  Public  Law  89-750  amended  the  definition  of  Federal  property  in 
1966  to  include  property  which  primarily  benefits  a  community,  the 
House  Report  made  clear  that  *[t]his  amendment  does  not  include  ^>ost 
off  ice  .buildings.-"  This  provision  preserved  the  effect  of  a  1958 
amendment  to  Public  Law  874  made  by  Public  Law  85-620,  which  specif- 
ically exempted  post  offices,  as  property  providing  a  service  and 
benefiting  localities,  from  the  definition  of  FederaUproperty  under 
Impact  A'id.  Thus,  though  post  offices  have  been  excluded  from  the 
definition  of  Federal  property  in  the  legislative  history  of  Impact 
Aid  since  1950,  it  was  not  until  1958  that  the  statute  itsfelf  was 
amended  to  read;  * 

Federal  property* ♦ .does  not  include. . .any  real  property 
under  the  jurisdiction  of  the  Post  Office  Department 
and  used  primarily  for  the  provision  of  postal  services." 

The^specific  exclusion  in  the  statute  of  post  office  property  was 
introduced  as  part  of.  the  Administrations  1958  Amendments.  The 
House  and  Senate  Reports  gi^e_jncK  rat ionale  for  the  exclusion* 
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4  „ 

HoweveiL  the'  Congressional  Record,  which  contains  the  Administra- 
tion's \ proposed  amendments  to  Publip  Law^  874,  states  that  "the 
definition  of  'Federal  Property'  has  been  changed  to  exclude  post 
office  ^property  used  primarily  for  the  provision  of  benefits*  (a$ 
well  as  \  services)  to  local  areas,  since  such  property  primarily 
serves  local  rather  than  national  interests;'..."  *  * 

(9)  'Any  School  which  ' is  providing  fj^ght  trainjjag^t^m^ibers  of  the 
Air  Ft>rc4  at  an  airport  owned  by  k  S^tate  or /political  suBdlvisioh. 


Public  Lawi 
property  ir 


84-949  added  this  property  to  the  definition  of  Federal  r 
1956.  The  Senate  Report  on  that  bili^pointed  out  that 
if  the  scjhools  w^re  run  by  the  Department  of  the  t  Air  Force  on 
federally  <Jwned  or  leased  property,*"  children  of  parents  working  on 
the  property  could  be  counted  for  Impact  Aid  purposes.  The  schools 
"are  located  on  municipal  airports  which  were  once  ^federally  owned  ,{ 
but... were  transfer red. . .to  the < municipalities 'when  their  need  for 
military  purposes  after  World  War  II  was  completed."-*  Flight  train- 
ing is  provided  to  cadets  by  a  private  company  under  contract  with 
the  Air  Force.  "[T]his'  type  of  contractual  arrangement. .  .is  of 
decided  advantage  ±o  the  United  States  financially,  !*  the  Senate 
Report  noted,  concluding  that  "school  districts  serving  these 
installations  sh6uld.be  permitted  to  count  these  children  as  if  the 

school  were  federally  owned  or  leased."  \ 

%         *  * 

(10)     Any  real  property  used  for  a  labog  supply  center,  labor  home, 
or  labor  camp  for  migratory  farm  workers. 

This  property  was  specifically  excluded  from  the  original  definition 
of  Federal  property  in  1950  because,  in  the  words  of  the  House 
Report^on  Public  Law  874,  "[t]he  Committee  felt  that  such,  camps  werer 
of  benefit  to  the  immediate  area  in  which  they  were  located  arid  that 
fc  such  benefit  outweighed  any  burden  which  might  be  created  in  their 
presence"."  A  f 

%That  specific  exclusion  was  stricken  from  the  Impact  Aid  statute  in 
1970,  when  Congress  brought  "housing  property  for  migrant  workers" 
into  the  definition  of  Federal  property  along  with  otjher  low-rent 

"housing^  The  Senate  Committee  Report  on  Public  Law  91-230,  the  law 
which "expanded  the  definition  to  include  low-rent  and  migrant 
housing,  observed  thatfc  "a  single  low-rent  housing  project  may  force 
a  local  school  district  to  construct  .several  new  schools  simply  to 
house  children  residing  in  the  housing  project." 


msing  p 
proper 1 


When  determining  whether  et  class  of  property  should  be  included  within 
.the  definition,  the  issue  is:  does  the  property  in  question  constitute  a 

revenue  burden?  Is  real  property  being  removed  from  the  tax  "rolls  and 
.are  children  residing  on  that  moperty,  or  children  whose  parents  are 


Q  1  * 


employed  on, that  property  %n  attendance  at  the  schools  of  a  local 
educational  agency?'   it  so,  is  the  tax  exemption  the  result  of  Federal 
*    law?*    When  these  tests  are,  applied  to  the  definition  in  current  law, 
with  a  few  exceptions,  that  definition  fleets  those  tests. 

It  is  the  exceptions  which  cause  problems.  They  tend  to  be  vestiges  of 
policies  intended  to  limit  the  size  of  the  program,  of  single  purpose 
amendments  to  accommodate  particular  piece's  of  property,  of  judgments 
as  to  whether  a  class  of  property  constitutes,  a  benef  it  to,  the  communi- 
ty, and  of  policies  to  ease  administrative  functions.  These  exceptions 
are  not  only  inconsistent  with  the  purpose  of  the  definition — to^Wy  the 
basis  for  determining  whether  a  revenue  burden  or  service  burden  exists 
— but  cause  the  definition  to  be  Qoraplex  and  confusing. 

The  Commission  has  had  a  policy  in  favor  of  simplification  of  the  law 
and,  to  the  extent  practicable,  simplification  of  concepts.  In  order  to 
accomplish^  this  it  has  been  necessary  to  treat  unusual  or  exceptional 
situations  individually  and  determine  whether;  consistency  with  overall 
policies  is  possible;  and  if  it  is  not,  whether  the  desired  result 
merits  an  exception. 

The  policy  stated  in  the  test  of  whether  the  property  in  question 
constitutes  the  basis  of  a  Federal  burden  on  a  State  or  its  subdivisions 
excludes    three   classes  -of   property   now   included .  in  the  definition: 

(1)  interests  in  Federal  property  un^er  easements,  leases,  licenses, 
permits,  and  other  arrangements  {as  well  as  improvements  on  that  prop- 
erty) which  areysubject  to  taxation,  by  the  States  and  their  sub- 
divisions i  . 

(2)  fligB^  training  schools  on  property  owned  by  the  States  or  their 
subdivisions;  and 

(3)  property  owned  or  pleased  by#  the  kOnited  States  located  in  the 
pistrict  of  Columbia  or  located  in'other  jurisdictions  "governed  by  the 
laws  of  the  United  States  but  which  are  not  States.  y 

Taxabl^  Interests  in  Federal  Property.  Taxable  interests  in^Federal 
property  cause^  complexities  not  easily*  handled  with  the  simplified 
definitions..  The  trend  in  the  courts  in  favor  of  permitting  State 
/taxation  of  private  property  located  on  Federal  property  and  of  private 
^  leasehold* interests  in  Federal  property  redftgnizes  rthewi^ed  of  local 
^governments^for  revenues  and,  to  the  extent  that  private  interests  ate 
taxed,>  there   is  -  a  reduction  in  the  magnitude  of  Federal  burden.-22°' 

206/  See  James  v.  JDravo  tSmtracting  Co.,  supra  note  72;  The  Michigan 
Cases,  supra  note  98;  United  States  .v..  County  of  Fresno,  supra  note 
99. 
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l£  a  local  government  may  tax  the  private  interest  of  a  public  employee 
in  a  house  owned  by  the  Fed^S?  Government,  should' a  child  living  on 
that  property  be  counted  a^a  resident  of  Federal  property?  If  a. 
private  business  leasing  Federal  property  is  subject  to  local* taxation, 
should  children  whose  parents  work  on%  that  property  be  considered" 
federally-connected?  Th£  first,,  even  though  a  taxable  interest,  is  not 
strictly  a  leasehold.  The  second,  which  is  a  leasehold  interest,  has 
not' ^aen  treated  uniformly  across  the  country.  «-s 

\      *  It 

Even  if  a  uniform  rule  could  be  drawn  covering  most  situations,  this 
*-  adjustment  in  revenue  burden  may  not  bear  a  rational  relationship  with 
the,  service  burden  caused  by  the  ^pst  of  educating  federally-connected 
children*  The  recomnftndations  of  \his  Commission  regarding  amount  of 
^compensation  are* calculated  on  the  pasis  of. service  burden  rather  than 
revenue  burden.  Following  that  safne  ratipnale  it  would  appear  to  be 
most  reasonable  to  include  in  thejeount  of  federally-connected  children 
al^kSkildren  connected  with  Federal  property,  whether  or  ,not  that 
property  has  taxable  interest,  and  then,  'in  order  to* avoid  overcompensa- 
tion, deduct  revenues  received  by  local  educational  agencies  from 
taxation  of  those  interests  /from  the  amount  of  the  entitlement  pf  that 
agency.  This  approach  would  avoid  the  administrative  problems  of 
determining  yftp&ier  there  are  taxable  interests  in 'Federal  property  and 
the  extent  to  vhich  those  interests  may  or  may  rfot  affect  tty*  status  of 
individual  children.  On* the  basis  of  this  rationale,  the  recommendation 
,  is  made.  * 

»  *  • 
Flight  Training  Schools.     The  flight  training  school  exception  appears 
to  be  a  vestige  of  a  policy  developed  because  o%  post-war  transfers  of 
 ELe.dej^al^_aix  .stations  to_ local  municipalities.     The  Commission  has 


received  no  evidence  that  a  major  problem  in  this  area  continues  and, 
therefore,  there  appears  to  be  no,  policy  reason  for  continuing  th&t 
exception.  ' 

Jurisdiction  Other  Than  States.  One  class  of  property  excluded  is 
property  owned  by  the  United  States  located  in' the  District  of  Columbia 
or  in  Puerto  Rico,  Guam/  trie  Virgin  Islands,  American  Samoa,  and  Wake 
Island.  These  jurisdictions  *are  .not?*  States  and  are  wholly  within  the 
governance  of  the  Congress,  so  that  the  concept  of  a  Federal  burden  fpr 
which  State  sovereignty  requires*  compensation  does  t not  apply.  This 
exclusion  does  *  not  address  the  need  for  Federal  assistance  in  1  these 
jurisdictions?  it  is  based  solely  on  the'  underlying  1  theory  for  the 
Impact  Aid  Program.  To  include  them  would  be  inconsistent  with  the" 
rationale  for  the  program. 

It  is  more  appropriate  that  the 'Congress  address  trie  educational  needs 
of  the  children  in  the  schools  of  the  District  of  Columbia  $nd  the  * 
outlying    areas    through    other    education   program?   and   through  direct 
appropriations  to  their  local  educational  agencies. 
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Puerto  Rico,  as  a  commonwealth,  may  merit  different  treatment  from  *that 
given  to  the  other  outlying  areas;  ' however ,  the  status  of  the  common- 
wealth is  basically  a  political  question  which  should  be  dealt  witH  as  a 
separate  matter  outside  the  Impact  Aid^Program. 

the  Federal  Government  owns  such  a  substantial  portion  of  the  District 
of  Columbia  and  spends  so  much  money  therein  that  no  general  formula  for 
determining  the  actual  burden  could  be  made  applicable  to  it.  Ideally, 
the  Congress  ought  to  appropriate  directly  to  the  District  sufficient 
funds  for  the  operation  of  schools'*  within  the  District  as  part  of  its 
Federal  payment  under  the  law  authorizing  home  rule. 

That  issue  has  not  been  placed  within  the  jurisdiction  of  this  Commis- 
sion. 

Low-Rent  Public  Housing.  With  the  exception,  of  the  question  of  low-rent 
public  housing  property,  the  previous  studies  of  the  Impact  Aid 'Program 
did  not  address  the  issues  involved  in  the  .def inition  of  Federal  proper- 
ty with  the  exception  of  "overpayments"  resulting  from  taxableJ.easehold 
interests.  ^  "  ^  //*^\ 

The  tax-exempt  status  Vest  would' 'include,  within  th<*  definition!  two 
classes  of  property  which  have  been  controversial:  16w-rent  public 
housing  and  .property  owned  by  the  {J.S,  Postal  Servic/  which  is?  not 
subject  to  local  real  property  taxes.  The  question  of  whether  payments 
should  be  made  with  respect  to  children  residing ^on  that  property  or 
whose  parents  are  employed  thereon  is  not  properly  addressed  ,as  a 
^fJjLl-t-ional  question,  but  xather  as  a  question  of  whether  a  burden 
exists,  the  amount  cff  compensation,  and  priorities  in  payments  when 
there  are  insufficient  appropriations  to  satisf^ntttlem^nts. 

However,  since  existing  law  presents  the  issue  as  a  definitional  ques- 
tion, it  is  dealt  with  in  this  .report  as  such. 

In  .examining  whether  it  is  equitable  or  reasonable  to  include  children 
residing  on  low-renjf  public  housing  ifc*  the  Impact  Aid  Program,  the 
'Commission  has  considered  whether  in  facV  federally-subsidized  housing 
is  a  Federal  "impact"  which  Impact  Aid  is  designed  to  mitigate. 

In  so  doing,  the  Commission  has  analyzed  the  long  history  of  Federal 
support  of  public  housing,\and  it  has  considered  the  nature  of  current 
Federal — compared  with  local—involvement  in  the  finance  and  administra- 
tion of  public  housing.  (A  summary  of  this  study  is  included  in  Ap- 
pendix L.) 

Of  specific  importance  to  the. Commission's  inquiry  into  public  housing 
is  the  payment  i!iy  housing  authorities  of  in-lieu  of  taxes  payments  to 
local  governments.  It  has  been  argued  that  these  in-lieu  of  taxes 
payments  make  Impact  Aid  payments  for  low-rent  housing  childrefflSfyieces- 
sary  or   excessive.     Commission  research  does  not  bear  this  out.  In 


facti  in-lieu  of  tax  payments  received  per  child  by  local  educational 
agencies .  represent  a  fraction  of  Impact  Aid  payments  per  child;  the 
in-lieu  payments  per  child  are  a  negligible  portion  of  per-pupil  .expen- 
diture Furthermore,  because  in-lieu  payments  are  made  to  local'general 
units  of  government,  dependent  school  districts  may  receive  no  part  of 
the  payment*  Finally,  over  12  percent  of  housing  authorities  make  no 
payments  in-lieu  of  taxes.  p 

This  study  also  addresses  the  amount  of  property  tax  revenues  foregone 
in  the  country  because  public  housing  is,  by  operation  of  law,  tax- 
exempt..  These  r venues  foregone  are  part  of  the  burden  public  housing 
placed  on  a  community •  — „  / 

Also  of  importance  is  the  fact  that  localities  are  sometimes  encouraged 
to  develop  public  housing  because  other  Federal  grants— such  as  Communi- 
ty Development  Block  Grants — are  conditioned  on  a  suitable  public 
housing  program*  '  This  increases  the  Federal  nature  of  public  ^housing 
and  undermines  the  argument  that  purely  local  decisions  bring  public 
housing  to  a  community* 

Payments  on  the  basis  of  children  residing  on  low-rent  public  housing 
has  been  an  area  of  controversy  for  many  years*  The  dispute  over 
compensation  for  children  residing  on  low-rent .public  housing  under  the 
Impact  Aid  Program  has  centered  on  whether  those  childrep  are,  in  fact, 
federally-connected.  The  Ginsburg  Report,1  completed  iif  1975,  observed 
that  "public  housing  fs^jjOcall^,  rather  than  Federally  o^ned,"  and  that 
public  housing  projects*nave  been  constructed  in  response  to  local 
govern&ent  decisions  ander  ground  rules  that  were  known  in  advance  to 
^hem*"  For  this  reason,  the  GifiSbUrg  if  sport  noted,  "Cfitl&s  concluded 
that'  pubiic^^nising  is  not  Imposed  on  a  local  area  by  the  Federal 
ao«e  r  nment  •  *— ' 

Th^  Ginsburg  report  further  noted  that  "public  housing  may  represent  a 
lication  of  Federal  -funding  efforts,  "^fnce,  in  addition  to  Impact 
,  "the  Federal  government  shares  in  the  initial  cost  of  building 
public  housing  units,  guarantees  debt  service  on  bonds  Issued  by  local 
housing  authorities,  and  JQ£k$s  annual  contributions  which  subsidize 
payments  in  lieu  of  taxes."  

Finally,  the  Ginsburg,  report  relied  on  the  fact  that  "long  waiting 
lists"  to  which  community  residents  add  their  names  in  order  to  qualify 
for  public  housing  show  that  public  housing  do^s  Jipt  draw  "pupils  into 
the  community  who  would  not  otherwise  be  there."  ' 


2Q7/s  Lawrence  L.  Brown,  III,  Alan  L.  Ginsburg  £  Martha  Jacobs,  Impact 
Aid^frwo  Years  Later,  An  Assessment  of  the  Program  as  Modified-by 
the  1974* -Education  Amendments  21   (1978) . 

208/  Id . 

209/JCd. 


Based  on  these  observations,  the'  Ginsburg  report  concluded  that 

inclusion  of  public  housing  children  as  eligible  Impact  Aid 
stqdents  is  not  consistent  with  the  program's  goal"  of 

-^zovtd£fl<3  jsompensation  for  Federally  imposed  burdens/ 
Pu^yx^f^  these  payments  do  not  prfcvi4e  an  equitable  distri- 
bution of  funds_  to  aid  educationally  needy  children,  *  This 
assessment  does  not  deny,, • the  importance  of  the  Pederal 
role  in  assuring  educational  opportunities  for  disadvan- 
taged pupils.  The  point  is  that  the  Impact  Ai&sE£ogram  is 
simply  not  an  appropriate  vehicle   for   implementing  this 

.  Pederal -responsibility.— 7 

The  1969  Battelle  Study,  concluded  that  "the  construction  of*  public 
housing  units  does  not  normally  have  a  significant  effect  upon  the  costs 
of  providing  education* in  individual  school  systems. "HI/ 


Battefle  found  from  its  questionnaire  that  "the  average  per  pupil 
payments  lieu  of  taxes  was  $10.03  annually"  in  -1967  or  1968,  an  amount 
which  "understate [s]  the  probable  tax  loss  associated  with  public 
.  housing  projects  by  an  amount  that  is  li'kely^to  be  somewhat  less  than 
$100  per  pupil.;  Impact  Aid  payments,  to  cities  in  which  public  housing 
is  concentrated,  Battelle  said, . have '  local  contribution  rates  "in  the 
neighborhood  of  $400  per  pupil,"  "making  a  "Pederal  payment  of  $200  per 
pupil  .for  each  public  housing  child... excessive... ."  •  For  this  reason 
Battelle  concluded  "that  it  would  be  inappropriate  to  blanket  public 
housing  pdpils  into  the  present  Impact  Aid  program. "-=!=.' 

Others  argue  that  low-rent  public  housing  children  are  in  fact  fed^_ 
er ally-connected.  Though  public  housing  units  are  locally  owned  and 
operated,  defenders  of  public  housing  argue,  the  Federal  Government 
provides  funds  and  technical  assistance  for  the  housing.  without  the 
Federal  funds,  public  housing  would  not  exist'.  '.In  fact,  the  United 
States  Housing  Act  of  1937  defines  families  of  low-income  as  those  "who 
cannot  afford  to  pay  enough  to  cause  private  .enterprise  in  their  locali- 
ty or  metropolitan  area  to  build  an  adequate  -supply  of  decent,  safe,  and 

/  sanitary  dwellings  for  their  use."    'inherent  in  this  is  the~Id>a  that 
without  the  intervention  of Athe  Federal  Government,  private  enterprise 
would  not  provide  for  those  families  of  low-income.    Thus  it       arguable  * 
that  but  for  the  Tederal  housing/ policy,  low-rent*  public  housing  as  it 

^>is  today  would  not  exist. 

Further,  though  community  participation  and*local  planning  for  public 
housing  is  required *by  Federal  housing  laws,  school  officials  are  seldom 


210/  Id.  24. 

21V  Battelle  Memorial  Institute,  91st  Cong.,  2d  Sess.,  School  Assist- 
ance in  Federally  Affected  Areas;  A  Studyof  Public  Laws  81-874  and 
81-815,  House  Gommittee  on  Education  and  "Labor^HS  (1970). 
^12/  Id.  147,  148.  n 
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par^  p€  the  planning^  it  is  argued.  Thus  public  housing,  sites  are 
ghosen  wrthodt  the  consideration  of  local  educational  agencies  who  must 
consider  feeding  patterns  and* desegregation  requirements.  v These  .facts, 
it  is  argued,  belie  any  overwhelmingly  local  natare  for  low-rent  public 
housing* 

To  th£_argument  that  Impact  Aid  payments  for  low-rent  public  housing 
children  duplicate  in-lieu  of  tax  payments,  defenders  respond  that  not 
only  ?ire  in-lieu  payments  insufficient  to  cover  property  taxes  lost  to  a 
city  due  to  Federal  law  which  requires  that  low-rent  public  housing  be 
tax-exempt,  but  they  often  dd  not  even  cover  the  costs  of  services 
provided  by  the  city  pursuant  to  contracts  with  the  housing  authority. 
Furthermore,  Federal  funds  for  low-r^nt  public  housing  go  to  the  local 
housing  authorities,  not  to  the  local  educational  agencies?  in-lieu  of 
taxes  payments  are  made  to  the  local  government,  not  to  the  local 
educational  agencies,  { 

In  view  of  these  arguments,  the  Commission  has  conduct^}  a  survey  of 
seven  housing  authorities  across  the  country — Montgomery,  Alabama? 
Peoria,  Illinois;  Chicago,  Illinois;  Los  Angeles,  California;  New 
Orleans,  Louisiana;  Denver,  Colorado;  and  Washington,  D.C.  These 
housing  authorities  have  been  chosen  on  the  basis  of  regional  distribu- 
tion and  size.  i 

Some  of* the  informatipn  gathered  through  this" survey  is  presented  in  the. 
following  tables;  -'additional  data  requested  are  not" readily  reduced. 

Six  housing  authorities  have  stated  that  they  do  make  payments  in-lieu 
of  taxes  (PlLOTs)  annually  to  a  local*  governmental  body  (city  or  county? 
which  distributes  the  funds  to  various  local  agencies,  including  local 
board^  of  education.  -The  seventh  housing  -  authority  surveyed — Washing- 
ton, D^C— reported  that  their  PILOT  payments  have  been  waived.  Of  the 
six,  Denver  .claimed  that  while  it  usually  makes  .PILOTS  to  the  city 
annually,  on^rch  18,  1980  it  made' its  first  payments,  Since  1976.  The? 
lapse  in -payments  was  because  their  cooperation  contract  with  the  city 
provides  that  deductions  be  made  for  services  to  the  city  from  the 
annual  PILOTS ;  for  the  years  mentioned,  the  amounts  for  the  services  and 
for  the  PILOT?  balanced  out.-  AlsGlf* Chicago  has  not  made  a  payment  since 
1978.  * 

Three  of  the  housing  authorities  did  not  have\estimates  of  the  amount  of 
foregone  tax  revenues  on  their  fbder ally-ass rsted  units;  however,  two 
housing  authorities — -Peoria?  and  Washington/D.C.-Hest'imated  the  foregone 
tax  revenues  for  fisca^year  1980  to  be  5635,665  and  $1 ,464,000,  respec- 
tively, v-  Hew  Orleans  estimated  that  there  was  no  ta&x  \oas  on  the  units 
due  to  the  poor  condition  of  the  property  prior  to  cta^nstruction  of  the 
low-rent  public  bousing.  Similarly,  Chicago  estimated  chat  the  tax  loss 
would  be  minimal  since  the  projects  we&e  developed  property  in 
blighted  areas. 


213/  See  Attachments  I  and  II,  infra. 


i 


ERIC 


Six  of  the  housing  authorities  stated  that  new-  tenants  generally  come' 
from  the  immediate  vicinity.  Reasons  for  this  varied  from  apolication 
requirements  to  a  lengthy  waiting  list,  Vhich  in  itself  acts  as' a  deter- 
rent to  families  considering  migrating.  Montgomery  was  the  only  housing 
authority  of  those  surveyed  which  has-,  applicants  for  low-rent  public 
housing  from  the  immediateuvicinityi  and  others  from  rural  areas  who  oust 
migrate  into  Montgomery  in  order  to  obtain  affordable  housing.' 

As  shown  in  Attachment  II,  payments  in-lieu  of  taxes  represent  only  a 
small  amount  of  the  total  Federal  dollars  a  local  'educational  agency 
receives  on  the  basis-  of  low-rent'  public  housing,  chfidren  within  its 
jurisdiction.  The  Commission's  survey  found  that  among  the  seven 
housing  authorities  surveyed,  the  a\*erage  per-pupil  payment  in-lieu  of 
taxes  was  $10.28  in  fiscal  year  1979  while  the  average  per-pupil  impact 
Aid-payment  was  $76.81  in  fiscal  year  1979.  it -is  evident  from  these 
data  that  the  argument'  that  Impact  ^d  payments  for  low-rent  housing 
children  duplicate  in-lieu  of  taxes ^payments  has  no  basis. 

When  Public  Law  874  was  originally  enacted,  low-rent  housing  property  * 
was  specifically  excluded  from  the  definition  of  Federal_property  oh-  the 
grounds  thatTthe  Federal  homing  program  is  "a  form  df  Federal  aid  to, 
the  local  communities."  Ahe  House  report,  explained  that  "{i]t^was 
understood  from  the  begin/ing,  that  full  taxes  could  not  be  paid  if  the 
necessary  low  rentals  were  to  be  achieved  and  that  the  loss  represented 
by  the- difference  between  fTRl  taxes  and  payments  in  lieu  of  taxes  wobld 
represent  the  local  contribution  toward  a  joint  Federal  and  local  pre 
gram...." — 


ro- 


Hnwever,  in  1970,  Public  Law  91-230  amended  the  Impact  Aid  law  to 
include  low-rent  housing  in  the  definition  of  Federal  property.  The 
Senate  report  on  that  bin  reasoned  that  children  residing  in  low-rent 
housing  have  "as  heavy  an  impact  on' local  educational  agencies  as«that 
of  children  considered  to  be  federally  connected  under  present  law." 
That  Report  also  pointed  out  that  inadequate  "'m.  lieu  of  taxes'  pay- 
ments whictt  are  made  to  local  governments. .  .bear  ^^relationship  to  the 
cost  of  priding  education  for  the  children  residing  in  [low-rent 
housing]."  'This  reasoning  is  still  valid  today. 

Thus,  children  residing  in  .low-rent  housing  Drojects  are  currently 
included  in  the  Impact  Aid  Program  not  becausTof  the  housing  projects'/ 
inherent  tax-exempt, status* resulting  from  Federal  ownership,  but  because 
of  Federal  law  which  renders  them  tax-exempt.  Also,  .as  the  Senate 
report  pointed^out,  low-rent  housing  children  place  a  burden  on  lqcal 
educational  agencies.  An  underlying  premise  of.  the,  program  is*  that 
Federal  activities  place  a  financial  burden  on  local  educational 
agencies -by  reducing  local  tax  income  for  school  purposes  which  trigger 

i   •  »  , 

214/  H.  Rep.  No.  2287,  81st  Cong.,  2d  Sess.  26  (1950). 
215/  S.  Rep.  No.  91-634,  91st  Cong.%  1st  Sess^  68  (1970). 


1 


^.  ~  -280- 

t  . 

a  "♦♦♦Federal  {obligation]  to  reimburse  local  educational  agencies  for 
financial  burdens  t^at2f^/has  imP°se<*  uP°n  them  by  reason  of  Federal 
activity  in  the  area.*  *  The  >  Commission 's  study  of  federally-subsi- 
dized housing  has  shown  that,  but  for  Federal  involvement?  public 
Abusing  would  probably  not  exist.  In  addition,  continuing  Federal 
involvement  with  virtqally  daily  operations  of  housing  authorities 
belies  a  strictly  local  character  of  public  housing.  Thus  it  is  argued 
that  the  Federal  Governmerft's  housing  policy--specif ically  the  subsidy 
of  low-rent  public  housing — can  be  considered  a  Federal^activity.  This, 
coupled  with  the  legally  tax-exempt  status  of  public  housing  property, 
justifies  Impact  Aid  paYmejfcs  on  the  basis  of  children  residing  on 
low-rent;  public  housing.  '  « 

The  effect  of  low-rent  public  bousing^  on  education  has  been  the  subject 
of  ttuch  discussion  on  the  Commission  and  there  is  a  substantial  opinion 
that  th$  Congress  should  review  the  entire  question,  either  in  the 
context  of  the  housfhg  iaws  of  the  ^United  States  or^  in  that  of.  the 
educational  needs  of  the  children  residing  in  low-rent  public  housing.  . 
The  Federal  law  which  exempts  this  property  from  local  taxation  and  the* 
provisions  thereof  for  clearly  unrealistic  in-lieu  of  taxes  payments 
frcrm  shelter  rents  together  operate  to  create  a  burden  on  schools 
educating  these  children.  This  appears  to  be  an  unnecessary  burden 
created  by  defects  in  the  housing  laws. 

This^burden,  which  is  real  and  substantial,  when  included  ix\  the  Impact 
Aid  grogram  Jias  tended  to  distort  the  remainder  of  the  program  so  that 
the  total  amount  of  Impact  Aid  entitlements/is  far  greater  than  the 
^amounts  which  the  Congress  has  been  willing  to  appropriate  to  pay  ,those 
entitlements.  This  requires  the  setting  of  priorities  for  payments  when 
funds  are  not  sufficient  to  pay  all  entitlements  and  has  complicated  the 
program  considerably. 

'  '  'J 

There  is  considerable  opinion  that  the  housing  laws  should  be  revised  to 
provide  fos  a  more  realistic  payment  to  local  governments  to  cover  the 
costs  of  all  local  services  and  that  Federal  subsidies  -should  be  adjust- 
ed' to  assist  in  covering  those  costs,  with  the  result  that  the  burden 
cr*eate?d  by  Refects  in  the  housing  laws  would  no  longer  exist. 

This  issue  is  not  within  the  mandate  given  this  Commission'  and  can  not 
be  addressed  properly  in  this  report*  That  being  the  case;  the  Commis- 
sion must  accept  the  existence  of  present  housing  laws  and  treat  the 
^urden  created  under  them  iry  the  same  manner  as  other  Federal  burdens. 


216/  H.  Rep.  HO.  2287,  81st  Cong.,  2d  Sess*  7  (1950). 

217/  It  is  worth  noting  that  HUD,  as  a  matter  pf  policy,  supports  the 
m   inclusion  of  public  housing  in  the  Impact  Aid  Program.     A  recent 
letter  from  HUD's  General  Counsel  to  the  Office  of  Management  and 
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Budget,  included  as  Attachment' III,  testifies  to  this. 
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ATTACHMENT  I  — 
GENERAL  INFORMATION—FEDERAL  HOUSING  ASSISTANCE  SURVEY 


HOUSING  AUTHORITY 


Montgomery,  AL 


Peoria,  IL 


Chicago,  IL 


Total  annual 
subsidy  


$  2,662,114.00  (FY80) 


$6,928,807.92  (FY8\)) 


$68,879,100.00  (FY$0) 


Debt  service 
Veceived  in 
FY  1980  * 


$  1,785,701.00  (FY80) 


$2,707,498.00  (FY80) 


$32,332,105.00  (FY80) 


PILOT  payments 
earmarked  for 
the  local 
educational 
agency 


Number  of  feder- 
ally-assisted 
units 


Number  of  school- 
age  children  in 
federally-assisted 
projects  


11,196, 
12,566, 
12,324. 
17,024, 
18,258. 
18,052, 
16,331, 
12,726, 


59  (FY80)' 
13  (FY79) 
(FY78) 
(PY77) 
(FY76) 
69  (FY75) 
18  (PY74) 
38  (FY73) 


82 
98 
61 


$  13,148,.30  (FY80) 

$  12#702.«7  (FY79V* 

$  16,854.83^3SY78) 

$  23,221.98  (FY77) 

$  24,972.30  (FY76) 

$  28,338.86  (FY75) 


$1,290,301.91 


2,995  units 


In  '/ 
tiontfl  _uj 


2,018  ir 

conventional  jmits, 
963  units  in  section 
8  program  - 


Approximately  ^ 
40,000  families 
(including  elderly 
and  single  persons) 


3,902  children 


896  conventional 
units  (section  8 
program  estimates 
unobtainable) 


61,441  children 
(Based  on  1970 
Census  data)  a 


Number  of 
applications 
On  waiting  list 


Approximately  300 
applications  on  hand 


238  in  cpnventkmal 
units, .800  oh  sec-  * 
tion  8  program^Tist 


Approximately  *  3 
11,000  people 


Average  time 
a  family  must 
wait  to  be 
housed 


6  weeks 


conventional  units, 
week  to  60  days, 
section  8  program 
units,  6  wks.~1 


1-J1  O^years  (very  ' 
*low  turnover  rate) 


year 


4- 


t  The  county  treasurers  office  distributed  this  payment  on  July  21 , 
the  Board  of  Education^  share  of  the  PILOT  payments  received 'for 
Nothing  has  been  received  since  then.    .  • 


1978.    It  represents 
thS  tax  years  1973-1977. 
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*  ATTACHMENT  I  (cont,)^— . 
GENERAL  INFORMATION—FEDERAL  HOUSING  ASSISTANCE  SURVEY 


HOUSING 
AUTHORITY 

Los  Angeles £  CA 

New  Orleans,  LA 

Denver,  CO 

Washington,  D.C. 

Total* annual 
subsidy 

$  5,173,650.00  JFY79) 

$  9,985,282.00/  (FY79) 

$  3,363,140.00  (FY80)  . 

$15,758,890,00  (FY80) 

Debt  service 
received  in 
FY  1980 

5  4,734,283.00  (FY80)  . 

$11,177,239.00- (FY80) 

$  4,187,467.00  (PY80) 

$11,024,796.00  (FY80) 

PILOT 

i 

payments 
earmarked  for 
the  local 
educational 
agency 

$    *3j60, 74^61  1FY79)* 
$      316,619*71  ,(FY78) 
$      270,577.14  (FY77) 
5      236,709.72  "(PY76) 
5      219,112.19  (FY75) 

'  $        57,792.32  {FY*l?y 
$        51,669*31  (FY78) 
$        48,428.65. {FY77) 
$       65,239.49  (FY76) 
5        55,066.08  {FY75) 

$  25,433.95* 

f 

* 

N/A 

{n.C.  hafl  va  i  vArl 
payment  for  PILOT) 

Number  of  federally- 

QooloLCu  UniLS 

t  8,213  units 

13,965  units 

6,271,  units 

12,534  units  * 

Number  of  school- 
age  children  in 
federally-assisted 
projects. 

13,666  children  fc 

* 

V 

23,836  children 

5,375  children 

12,800  children 

• 

Number  of 
applications 
on  waiting  list 

Approx.  950Q  ' 
people 

"7,325 
people 

Approx.  800-V000  ~ 
people 

Approx.  7,580 
people 

Average  time  a 
family  must  wait 
to  be  housed 

3-4  years** 

6  3-4  years 

1-6  months 

6  mos*  ~-  16  yrs.*** 
{varies  by  size) 

*     This  figure  represents  two-thirds  of  the  PILOT  payment  received  March  18,  1980. 
**,   Average  waiting  period 'ior  3-5  bedroom  units  is  five  years-. 

***  Efficiencyi  4  yrsj  1  BR*i  6-11  mos;  2  BRi  3.5  yrs;  3  BR:  6/.5  yrs>  4+BRs  16  yrs 

/  * 
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ATTACHMENT  II 

S*>      PAYMENTS  RECEIVED  BY  LEA  ON  BASIS  OF  LOW-RENT  PUBLIC  HOUSING  CHILDREN  (FY  1979) 


PILOT  Dollars/LRPH  Child 

874  Dollars/LRPH  Child 

Total  Fed.   S/LRPH  Children 

LEA 

PILOT  $  to  LEA 

PILOT  $  to  LEA 

4    874  LRPH  $ 

874  LRPH  $ 

874  LRPH  $  & 
PILOT  $* 

874  LRPH  $  & 
PILOT  $ 

ILRPH  children 
(housing 

authority 

figures) 

SAFA*s  ADA  for- 
LRPH  children- 

"  #  LRPH  child 
'^housing 
"authority  * 
figures) 

SAFA's  ADA 
for  LRPH 
children* 

t  LRPH  child', 
(housing 

authority, 

figures) 

SAFA's  ADA 
for  LRPH 
children 

Mont. 
Pub. 
Schs  • 

$12,566.13 
3,902 
-$3.22 

$12,566.13 

$245,332.17 

$254,332.17 

$257,898.30 

$257,898.30 

3,170.53 
-$3.96 

.  3,902 
\  =$62.87 

3,170.53 
-$77.38 

3,902 
-$66.09 

3,17,0.53 
=$81.34 

Peoria 
Pub^.  S.D. 
N^V  150 

$12,702.67 
3,90? 
=$3.22 

$12,702.67 

$108,125.46 

$108,125.46 

$120,828.13 

$120,828.13 

1,314.24 
-$9.67 

896* 
-$120.68 

1,314.24 
-$82.27 

*  896* 
.  -$134.85  • 

1,314.24 
-$91.94 

Chicago 
Pub.  Schs, 
No.  299 

$1,290,301.91+ 

$1,290,301.91+ 

$2,814,636.39 

$2,814,636.99 

$4,104,930.90 

$4,104,938.90 

61,441** 
-$21.00 

34,211.26 
-$37.72 

,61,441**4 
-$45.81 

34,211.26 
=$82.27 

61,441** 
=$66.81 

34,211.26 
=$119.99 

Los 

Angeles* 
Unif .S.D. 

$360,748.61 

$360,748.61 

$1,059,259.97 

$1,059,259.97 

$1,^0, 008. 50 

$1,420,008.50 

"$26.40 

i  ^ ,  1  Jo • Z4 

-$2*.72 

13,666 
=$77.51 

12,138.24 
-$87.27 

i  13,666 
'  '-$103.91 

12,138.24 
-$116.99 

Orleans 
Parish 
Sch.  Bd. 

t$57,796.32 
'  23,836 
«$2.42* 

$57,796.32 

$918,647.02 

$918,647.02 

$976,439.34 

$976,439.34 

12,023.25  . 
=$4.81 

23,836 
-$38.54 

12,023.25 
=$76.40 

23,836 
=$*0.96 

12,023.25 
=$81.21 

Denver 
S.D. 
No.  1 

$25,433.95t 
5,375 
-$4.73 

$25,433,.95t 

$583,107.93 

$583,107*93 

$608,541.88 

$608,541.88 

4,131.01 
-$6.16 

5,375 
-$108.49 

4,131.01 
-$141.15 

5,375 
-$113.22  m 

4,131.01 
=$147.31 

Diet, 
of  Col. 
Pub.  Schs, 

$0* 

$0* 

$1,072,507.30 

$l,072,5ft7.30 

$1,072,507.30- 

$1,072,507.30J 

12,800 

-$0.00 
 —  -  ■  i  f — -* 

* 

10,104.45 
-$t).00 

12,800 
-$83.79  ' 

10,104.45* 
-$106.14 

12,800 
-$83.79 

10,104.45 
«$10frr+4 

mis  rigure  only  represents  the  schbolage  children  in  conventional  units.    Peoria  H6uaing 
was  unable  to  provide  a  figure  from  the  section  8  program,  hehCe  the  wide  disparity  between 
this  figure  and  the  figure  from  SAFA. 
**  The  Chicago  Housing  Authority  has  based  this  figute.on  1970  Census  data,  hence  the  wide 
disparity  between  this -figure  and  the  figure  ftom  SAFA.       >'  .  / 

PILOT. payments  received  for  the  ta*  years  1973-1977." 


„.       .  .No  payments  have  been  received  since  then; 

The  city  treasury  received  on  March,  3,  1980,  its  first  "PILOT"  payment  from  the  housing 
authority  since  1976,  of  which  the  schools  will  receive  about  two-thlr  da—this  figure  ia 
an  approximation  and  can  only  be  used  as  somewhat  a  comparison. 
The  D.C.  Government  has  waived  "PILOT"  paymenta.  ,   .  • 
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£*|5^'lj*  *  ~  THE  GENERAL  COUNSEL  OF  HOUSING  AND  UR3AN  DEVELOPMENT 
\  Uuiiil  /         V  -    WASHINGTON,  OjCJOMO 


A. 


Mr.  James  K.  'Frey.  : 
Assistant  Director  for 

Legislative  Reference 
Office  of  Management  and*  Budget 
Washington,  D.  C.  20503~ 


Attention:    Ms,  Celeste  Wilder 


Re: 


Dear  Mr.  Frey: 


r. 


) 


HEW  draft  bill,'  f*Tc>.  make  - 
^certain  miscellaneous 
amendments  to  the  Elementary; 
and  Secpndary  Education.  Act,, 
the  Emergency  School  Aid  Act, 
the  Act  of  September  30,  1950, 
P,L.  93-380. " 


This  is  in  response  to  you!r  ^request  for  the  views  of 
this  Department  on  thfe  above  KEW  draft  legislative  proposal. 

Section  7(a)(1)  o!E  tHe  draft  would  repeal  subsection  3(b) 
of  the  Act  of  September  30,  1950,    Under  subsection  3(b), 
ghildreri  who  reside  with  their  parents  in  federally  assisted 
low-rent  public  housing  are  included  among  those  to  be  takeij 
account  of  in  computing  the  level  o£  Federal  assistance  to  be 
mgrtfe  available  to  school  agencies  under  the  Federal  Impafet 
<Aid  Program.  .  *  t 


V. 


We  strongly  object fto  Che  deletion  of  this  particular 
"category  of  children.  -  6ur  understanding  of  the  effect  of 
such  b  repeal  is  that  it  would  redbce  the  level  of  ?ederaJL 
impact  aid  attributable* to  residents  of  low-rent  public  m 
housing  from  approximately  $80  "million  per  year  to  approxi- 
mately $1  million 'per  year.      '  '  -  - 
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:asftic^feduction  in  ' 


This  drasftic^feduction  in  Federal  aid  would  be  suffered 
■solely  by*  school  districts  in  communities'  which  'have.,,  in.  the 
past,,  responded  to  the  Nation' s  long  standing  policy  of^ 
encouraging  a  'commitment  by  local  governments  in  providing 
decent',  -  safe'  and  sanitary  housing  for  its  lower-income  -  v 
citizens.    With  respect  to  low-rent  public  housing"^  this  ^ 
commitment  takes  the  form  of  an  agreement  by  the  locality  i- 
to  forego  the'inp©sltioa-of  full  property  taxes  and  accepting 
instead  a  lesser  payment,  in  lieu  of  taxes  (PILOT) . 

The  loss  in' potential*  revenues  which  localities,  might 
have  othe'rwise  to  support  their  schools  is>  of  course,,  tlje  .'* 
major  rationale /for  having  a  Federal *Impk-ct- Aid  Program,  in. 
the  firs"t  place(.   ^Therefore,  not' taking  into  account  public 
housing  residents  iri  determining  such  aid  nc-t  only  undercuts 
our  National  Housing  polity  but  also.^s  inconsistent  with  tha 
basic  purpose1^/,  and:  justification  for-,  any"  type  of  impact 
aid.       /  •'       I*  \       ■.    ;  *  '   .r  „. 

*  9 

The  injustice  of  this  repeal  becomes  dramatically  .  . 
apparent  when*  it  is  reccgnize&s that  the  school  districts 
ar^*the.  cotmiuni^ies  which  will  be  most  severely  damaged^  v. 

are  precisely  those  which  have  cooperated  most  in  carrying  

out  oiir  national  housing  policy*;    These  ar6  also,  in  large1 
part,  those  distressed  communities*  who  can  least  afford  to  « 
make  up  from  their  owfi  resources  any  cut  in  Federal  aid  and 
those  upon  •whom- the  President  fs  'national  urban  policy  is  ' 
concentrated:  ■*  » 


.    Sincerely > 

/s/  Edward  ?7.  KcrUft,  ^  . 

*     Edward  W.  Norton 

Acting  General  Counsel  ^ 


«  * 


IV,  WHAT  IS  TgE  OBLIGATION  OP ' THE  FEDERAL  GOVERNMENT  WITH  RESPECT 

TO  THE  EOLATION  OF  CHILDREN  CONNECTED  WITH  FEDERAL  PROPERTY? 

*  •* 

I  ^ 
The  Impact  Aid' Program  or  a  similar  program  may  be  viewed 'as  an  obliga- 
tion* That- obligation  arises-  from  a  ne^d  to  preserve  a  federal  system 
of  government.  ,  The  obligation  runs  to  institiitipns  within  that  system, 
the  political  subdivisions  of  the  States  ^charged  by  them  with  a  govern- 
mental function  historically  within  the  prerogatives  of  the  States — 
education,  f 

In  summary*  that  obligation  is  that  the  Federal  Government  ought  not 
exercise  ^its  power  to  acquire  real  property  or  otherwise  exempt  feal 
property  from  taxation  and"  use  that  property  in  such  a  manner  as  vto 

JLmpair  substantially  the  legitimate  functions  of  the  States.  One  rafc^ns 
o/  balancing  the  power  of  the  Federal  Government  against  the  rights^of 
the  States  to  carry  out  their  legitimate  functions  is  to  compensate  them 

Jtfor  the  adverse  effects  of  the  exercise  of  that  power* 

*         "    .  ■  -  •  * 

Obligation  as  the  Owner  and  User  ,o&.  Land  *  *  e 

In  the  case  of  education,  the  possible  conflict  between  the  power  of  the 
'Federal  Goverrjment  and  the  right  to  carry  out  State  functions  is  espe- 
cially potent  because  the  States  have  Relegated  the  it  historical^espon- 
sibility  for  educatioh^rto  subdivisions  and  have  provided,  to  a  grea& 
extent,  that,  those  subdivisions—local  educational'  agencies — derive 
their  revenues  from  taxation  on  real  property.  # 
*  * 

The  States  have  also  ^j&tfuired  that  local  educational  agencies  educate 
all  children  within  *ffeiri  jurisdictions,  so  that  children  living  in  the 
school  districts  of  thj/se  agencies  must  be  provided  a  free  public 
education.  Thus,  local  educational  agencies*  have  a  revenue*  burden 
arising  from  the  loss*  of  revenue  from  tax-exempt  real  property  and  a 
service  burden  arising  from  a  requirement  that,  local  educational  agen- 
cies educate  children,  residing  on,  or  whose  parents  are  employed  on, 


thatjferoperty. 


The  study  regarding  the  obligation  to  provide  for^M  adequate  level  of 
education  is  based  upon  an  increasingly  evident  shif t^  in  emphasis  toward 
looking  at  the  educational  needs  of  federally-connected  children,  this 
required  an  examination  of  the  obligation  of  the  Federal  Government  with 
respect  to^  the  education  of  federally-connected  children,  together  with 
the  obligation  ^o  ameliorate  the  loss*  caused  by  ownership  of  tax-exempt 
property,  which  form*- the  basis  of  the  Impact  Aid  Program*  Th'at  double 
obligation  is  inherent  in  that  the  Federal  Government)  as  <a  landowner 
and  an  employer,  is  to  be  treatfed,  to v the  extent  practicable,  as  private 
landowners   and  employers  are   treated  under   the  laws  of   the  States. 

The  Federal  Government,  as  an  employer,  has  recognized  for  many  year^an 
obligation  for  the  education  of  the  children  of-som€  of  its  employees* 
In  1821 /before  a  policy  supporting  public;  edijcation  became  established 


...  ..  • 

,  V  J 

-287-  • 

throughout  the  United  States,-  the  Congress  approved  a  code,  developed  by 
the  War  Department,  for  the  establishment  and  support  of  schools  for  the 
.education  of  children  of  Federal 'employees  on  military  posts.-^ 

In  the  1930's,-the  Congress  made-special  provision  for-the  education  of 
^children  of  -employees  of  the  Tennessee  Valley  Authority,  the  Veter-ans'" 

Administration,  the  Army  Corps  of  Engineers,  and  the  Departments  of 
„  Commerce, -Interior,  and  Just ice. =^J  i 

During  Wbrld  War  JI  and,' later,  during  the  transition  fronfwar  to  , peace 
the  Congress  provided  for  the'. maintenance  and  operation  of  school 
facilities  in  areas  affected  by  Federal  activities  by  enacting  sever- 
al pieces  of  legislation^/  designed  to,  assist  local  educational' 

-'2V8/  Lloyd  E.  JJlauch  and  William  L.  Iverson,  Education  of  Children  on 
Federal  Reservations,  staff  Study  No.  17,  The  Advisory  Committee  on 
Education  19  (1939)   [hereinafter  cited  as  Blauch] . 

Legislative  Reference  Service,  Library  of"  Congress,  Education  of 
Chil-dren  Living  on  Federal  Reservations  and  in  Localities -Parfino- 

•  larly  Affected  by  Federal  Activities.    Senate   CnmnH  »n  &rr  

priations,  81st  Cong.,  1st.  Sess.  6V7   (Comm.  Print  1949)  [herein- 
after cited  as  1949  Comm.  Print!.  J 

Catherine  -  Eh-rmantraut  'Martini,  A  Study  of  the  Effect  of  Federal 
Government  Installations  on  School  Facilities  in  Selected  ArPks7 


at  Preface,"  20  (1.948)  (unpublished  M.A.  thesis  in  American  Univer- 
sity Library)  [hereinafter' cited  as  Martini}. 

See,  Appendix  P  entitled  -History  of  ttite  Federal  Obligation  Toward 
the  Education  of  Federal  Civilian  and  Military  Dependents." 


21 V  Blauch,  supra  note  218,  at  46. 

1949  Comm.  Print,  supra  note  218,  at  7. 
Martini,  supra  note  21'8,  at  26.  . 

220/  Soto  of  the  major  legislation' enacted  during  this  period  included: 

Lanham  Act,  Pub.  C.  No.  76-849,  76th  Cong.,  3d  Sess.,  SS1-14,  54 
112.571128  WW   [covering  October  14,  1940  through  June  30, 

^  19_41]  (amended  by  Lanham  Act,  Title  I,  Pub.  L.  No.  77-409,  77th 
Cong.,  2d  Sees.',  SS1-9,  56  Stat.  1 1-12  (1942)),  Lanham  Act,  Title 
II,  as  auendedjjy  Pub.  L.  No.  77-137,  77th  Cong.,  1st  Sess.,  S3,  55 
fj?«  3'61:363  (1-911)  [covering  June  28,  1941  through  June  30, 
1946];  Lanham  Act,  Title  II,  as  amended  by  Pub.  L.  N0.J79-452,  79th 
Cong.,  2d  Sess.,  60  Stat.  314   (19.46)    [covering  June  26T  1946 

■  through  June  30,  1947];  Landis  Act,  Pub.  L,  No.  80-3f7,  80th  Cong., 
.1st  Sess.,  61  Stat.  716-717  (-1947)  [covering  August  1  ,  1947  through 
June  30,    1948]  >   Landis  Act,   Pub.   L.  NaT.   80-837,   80th'  Cong.,  2d 

■       ■™S8;jJ,   ,Stat'J11°   (1948)-  [co^rin9  J»™  29,   1948.  through  June 
30,  1949]   (amending  61  Stat.  716-717  (1947)),  - 


* 


agencies  on  an  ad  hoc  basis.  '  This  congressional  action  indicated: 

•••that  the  Congress  has  given  recognition  to  the-  fact  that 
certain  activities  of  the  Federal  -Government  affect  seri- 
ously the  ability  of  some  school  districts  to  finance 
school  services  by  causing  substantial  increase  in  popula- 
tipn  in  a  relatively'  short  perio^gf  time  and  by  removing 
real  property  from  the,  tax  rolls*  ' 

The  ImpWt  Aid  Program  was  designed  to  replace  these  single  purpose 
authorizations  wifctj^.unif  orm  policy  toward  the  education  of  children  of 
Federal  employees.  '  ■> 

Legislative  history  of  the  original  Impact  Aid  law  indicates  that  the 
Congress  found  that  the  laws  of  the  States  and  their  subdivisions  have> 
through  .reliance  on  real  property  taxes,  placed  ^upon  the  owners  and 
users  of  real  "property  an  obligation  for  the  financial  support  of  public 
education.  The  tele^cant  Committee  Reports  state  that  the  "United  States 
jjas  become  an  industrialist,  landlord,  or  a  businessman  in  many  communi- 
ties" by  owning  and  using  land  there.  Because  that  land  is  tax-exempt, 
however,  'the  Federal  Government  has  not  accepted  "t£e  responsibility  of 
the '  norn^L  .citizen   in   a  community"   for    financial   support  of  "public 

Schools.  -  Thus  the  .Congresi?  enacted  >  Public  Law  874  to  operate  under 

existing  school  finance  patterns  in  the  States  as  a  TJevice  for  Fed- 
eral complJUj^pe  with  the  obligation  of  landowners  to  support  public 
education.^/   f  *  < 


The  Commission  has  learned  through  its  hearings  that  local  educational 
agencies  across  the  country  consider  the  Federal  Government  as  having  an 
obligation  to  provide  for  the  education  of  federally-connected  children. 
Local  educational  agencies  addressing  the  issue  of  the  financial  respon- 
sibility of  the  Federal  Gpvernment  toward  the  education  Qf  'federally- 

221/  1949  Comm.  Print,  supra  note  218,  at  2,  7-11. 
Martini,  supra  note  218,  at  12-15. 

222/  1949  "Comm.  Print,  supra  note  218,  at  J4. 

223/  Id:.  15,  60-61. 

224/  It  should  be  Rioted  that,  even  though  there  are  %o  explicit  cross- 
refereHces  between  the  Lanham  Act  and  the  amendments  to  40  U.S..C. 
255  (which  permitted  Federal  acquisition  without  State  consent  and 
the  concomittant  transfer  of  jurisdiction),  the  simultaneous 
consideration  of  the  fcwo**measures  woulcirappear  to  support  a  conten- 
tion that  Federal  measures 4to  provide  j:or  *the  education  of  feder- 
ally-connect^children  in  public  schools  were  enacted  in  the  con- 
text of  great ly* expanded  Federal  activities  without  the.  assumption 
of  Federal  responsibility  for  jurisdiction  over  them. 
'  225/  H.R.  Rep.  No.  2287,  81st  Cong.,  2d  Seas.  1  (1950). 
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connected  children  consistently  argued  that  when  the  Federal  Government 
•  acts  as  an  employer  .and  landowner,  it  should  pay.,  for  local  government 
services  as  other  employers  'and  landowners  do.  Further,  representatives 
of  .local  educational  ■  agencies  testified  that  since  its  inception  the 
Impact  Aid  statute  has  expressed  a  Federal  concern* for  the  education  of 
children  of  its  employees.  The  hearings  reflect  a  general  belief  that, 
r1n  addition  to  its  purely  financial  obligations,  the  Federal  Government 
is  obligated  to  ensure  that  children  of  Federal  employees  have  access  to 
a  public  education  as' other  children  have. 

Children  Residing  on  Indian  Lands 
 '  >  

With  regard  to  most  federally-connected  children,  the  Federal  Government 
.  has  a.,  responsibility -based  on  its  role  as  an  employer  of  the  children's 
parents  or  on  (its  ownership  of  the  real  property  on  which  they'  reside. 
With  regard  toward  the  education  of  Indian  children,  the  Federal  Govern- 
ment has  a  unique  obligation  based  on  treaties^/ and  legislation.^/ 

The  Impact  Aid  program/' which,  since.  1958,  has  included  all  children 
residing  on  Indian  lands  within  its  purview  and,  since  1974,  has  pre- 
sumed that  their  parents  both  live  and  work  on  Indian  lands,  now 
constitutes  a  mljor  part  of  the  Federal  effort,  to  meet  the  Federal 
ft  ^obligation  for  l£e  education  of  Indian  children .-==2/ 

'  jj  -j 

.  Children  residing  on  tn#an  lands  represent  a  different  issue  from  that 
of  all  'dther  fMderal^^onnected  children.  The  same  principles  regard- 
ing state  .and  local  J&ws  cannot  be  used  in  evaluating  the  Impact  Aid 
Program  for  -  these ^ildr  en  as.  are  used  for  other  children.  m'  fact, 
.  Indian  children  were  not  even  part  of  the  program  in' 1950,  so  that  "the 
original  principles  of  the  program  may  not  be  appropriately  applied  to 
-them. 

There  is  no  evidence  in-  the  legislative  History  o£  Public  Law  874  that 
there  was  an  Intention  that  the  inclusion  of  children  residing  on  Indian 
lands  be  related  to  the  satisfaction  of  treaty  obligations  to  Indian 
tribes  with  payments  under  the  Impact  Aid  Program.  .  However,-  payments 
f  with  ^respect  to  entitlements  based  on  children  residing  on  Indian  lands 

^  226/  {Indian  Education  Task  £orce  Five,  Final  Report  on  Indian  Education, 
American  Indian  Policy  Review  Commission,  U.S.  Cong.  61-73,-314-415 
(Comm.  Print  1976).      [Hereinafter  cited  as  Indian  Task  Force 
Report.}  '.-■■«• 
227/.  Chap.  84,  Sess.  II,  3  Stat.'  516  (1519).      ,  .r       "  * 
228/  The  second  sentence  of  section  3(a)  of  Public  Law  874,  as  revised 
,  v#      ifi  1-974  (section  -305  of  Public  Law  93-380),  provides  that  in  making 
a  determination  of  the  number  of  military  "A"  children  for  any 
local  educational  agency,  the  number  of  children  residing  on  Indian 
lands  are  to  be  included. 

•  4 
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now  constitute**  approximately  one-sixth  of.  the.*  payments  made  under  the 
program.  Payments  undey  Public  L^w  874",  provide  more  funds  for  the 
education  o£  Indian  children  th'an  .anx^other  single  Federal  source*  The 
result  is,  intended  or  not/  if  the  Federal  Government  is  satisfying 
those  obligations  at  all,  a  major  part  of  that  satisfaction  is  $ad* 
through  the  ^Impact  Aid  Program— espedi^lly  since  title  ill  of  Publij  I^w 
874  was  added  by  the  Indi4n  Education  Act-irt  1974./ 

On  the  basis  of  evidence  available  to  the  Commissipn,  it  appears  that 
more  Federal  funds  are  being  expended  for  the' education  of  Indian 
children  through  the  Impact  Aid  Prograrf  than  any  other  Federal  program. 
.For  this  reason  the  Commission  found  it  necessary  to  review  the  history 
and  nature  of  the  Federal  "responsibility  for#  the  education  of  Indian 
.children  and  to  determine  the  extent  to  which,  tjie  Impact  Aid  Program 
should*  be  considered*a  part  of^that  responsibility/  ^ 

The  following  table  illustrates  the  per^ntag^  of  schools  r^veoues*  in 
States  in  which  local  educational .agencies  receive  Impact  Aid  payments 
due  to  Indian  lands  for  the  school  year  ,1978-79.       *  « 

PEBC2OTAGE  OF  SCHOOL .REVENUES  FOR  SCHOOL  YEAR 
1978-79  INMATES  IN  WHICH  LOCAL  EDUCATIONAL  AGENCIES 
RECEIVE  IMPACT  ,  AIP  D&B  TO'  INDIAN  LANDS  «'  ' 
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Federal 

State 

Local 

Federal 

State 

Local 

1,  Alaska 

15.3 

66.0 

18.7 

14.  Montana 

'8.4 

5U5 

40.1 

2.  Arizona 

8.3 

42.9 

48.3 

15.  Nebraska 

-6.9 

16.8. 

76.3 

3.  California 

12.0 

64.9 

23.1 

16.  Nevada 

/4.8 

34.0 

61.2 

4.  Colorado 

4.9 

36.9 

58.2 

17. 'New  Mexico 

16.3 

67.0 

16.7 

5.  Florida 

9.4 

456.1 

34.5 

18.  North  Carolina 

14.5 

*67.0 

18*6 

6^  Idaho  "* 

12.5 

.46.9 

40.5 

19.  North  Dakdta 

8.4-* 

46.1 

45.6 

7.  Illinois 

10.7 

^  39.6 

-49. 1J 

20'.  Oklahoma 

11.8 

55.7 

1  32*5 

8.  Iowa 

"  5.8 

38.9 

55.3 

21 •  Oregon 

7.2 

30.3 

62.5 

9.  Kansas 

I  12.2 

46.7 

41.1  •» 

-22.  South  Dakota 

12.5- 

-14.6 

73.0 

10.  Maine 

7.6 

47.1 

45.2 

23.  Utah 

8-8 

54.0] 

37.2 

11.  Michigan 

6.5 

44.8 

48*7 

24.  Washington 

9.5 

61*3 

29.2 

12.  Minnesota 

5*9  i 

I  54.5 

33.6 

25.  Wisconsin 

*  4:3 

3-6.5 

59.2 

13.  Mississippi 

24.7 

52.4' 

22.9 

26.  Wyoming 

6.2 

28.1 

65.7 

Source:  Bureau  of  Indian  Affairs,  'Department  gi  the  Interior,  Impact 
Aid— P.L.  81-874  as  revised  by  Title  Sex >  Part  A,  Sec.  11QXJAny 
Information  Booklet  for  Indian  Parents  and  Tribal  Officials)  8 
(1979).  -  ...  ' 

*  * 
The  Commissions  review  indicates  that  education  for  Ind.istn  chiMren  was 

a  concern  of  European  immigrants  even  in  colonial  times.     The  first* 
nor\-Indian  efforts  to  educatp  Indian  children  were  made  by  the  mission- 
aries in"  early  colonial  times  in  the  hope  of  civilizing  the  Indians  and 
—  converting  them  to  Christianity.     Their  efforts  resulted  not  only  in 
teaching  the  Indians  the  rudiments  of  reading,  writing,  and  arithmetic 
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„  but  also-in  establishing  %©re  than  T5  schools  which  were  subsidized  by 
private  and  governmental  funds.  In  addition,  educational  efforts 
occurred  at  the  higher  -education  level,  as  is  .evident  by  the  early 
programs  at  Dartmouth,  Harvard,  "and. William  and  Mary.  ■  Moreover,  the 
early  educational  acUyftjLes  "of  the  17th  and  18th  centuries  influenced  • 
su6h  future  government  policies  towards  the  Indians  as  missionary- 
supported  civilizing-  efforts,  twj&atymakinq ,  regulation  of  trade  and 
m  Intercourse  with  Indians,  and  the-  precedence  of  national  over  locals 
^jurisdict;ion^for  Indian  affairs.        ...  , .  \ 

.    Un'dtfr    the  Articles   of Confederation/   ratified   in  '1781,    the  Federal 
* Government  had  "the  gole«  and  exclusive,  right  and  power  of . .  .regulating 

-  the  trade  and  ^JfSing.all  affairs  with  the  Indians,  not  members  of  any 
of,  the  States. Ther^ftei;,  with  the  reorganization  of  the  government 

-  under  the  United  States1  Constitution,  th%  Federal  Gbvernment  was  given 
the.  distinct  and  sole  authority -to  manage  Indian  affairs.  Article  I, 
Section  8,  known  as  the  ^Comme roe.  Clause/*  declares* 

-The  Congress  sh'alL  have*  Etover..-.t"o  .regulate  commerce  with 
foreign  ^nations  "and  among  Jthe  -several  „  states  and  with  the 
In<3ten*  tribes.  \  <  *  "     •*      - .  * 


«)us, 


Thus,  the  Congrbss  was  gijLen  authority  to  regulate  trade  with  the 
Indians  and  the  President  was  ^powered  to  negotiate  treaties  with  the 
tribes,  subject  "er congressional  approval.  The  numerous  treatiep  signed 
with  Indian  tribes,  the  Commerce  Clause  of  the  Constitution,  and  stat- 
utes concerning  Indian  education  have  become  the  framework  for  the  role 
of-ttie  Federal  Government  . in  educating  the  Indians. -=52/ 

*  *  * 

The  firsfmajor  policy  guiding  the,  Federal  Government's  political 
dealings  with  the  Indians  was  t'reatymaking.  The  educational  activities 
of  the  Federal^  Government'  contingent  on  treaty  agreements  with  the 
I.ndlan  tribes  began  with  the  treaty  of  December  2,  1794,  with  ftie 
Oneidas,  Tuscarora,  and  StoOkbridge  Indians,  apd  ended  in  1868.  During 
this  period  more  than"  opa  hundred  treaties  were-' signed  which  contained 

educational-provisions.  f  juinn  treaties  were  very  specific  about  the 

type  of  educational  services  which  the  government  would  "provide;  others 
simply  made  general  provisions  for  the  purposes  of. education,  designat- 
ing a  certain  amount  or  creating  a  fund  to  fulfill  the  obligations. 
These  provisions  included  promises  for  general  education  purposes, 
teachers' ,  salaries,   construction^  apd  maintenance  of  school'  £uirldings, 

229/  Theodore  FiscHbacher ,  A  study  of  the  Role  of  the  Federal  Government 
iff-fche  Educations  the  American  Indian  37  (1967)  (doctoral^ft.ggpr- 
tation,^Hkona  State- University)  (reprinted  in  1974)  [h^teinafter 
cited  as  Fischpacher] .  v 

230/  Indian  Task  ?Force  Report,  supra  note  226,  at  29. 

231/  See  Attachment  I  for  'a  chronological  list  of  treaties  made  between 
Indian  tribes  and  the  United  States  Government  containing  Educa- 
tional provisions. 
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support  of  manuai  labor  and  industrial  schools,  instruction  in  agricul- 
tural, mechanical,  and  industrial  arts,  school  supplies  and  materials, 

and  annuities  or  general  funds  for  education*        „  \ 

> 

*  *  232/ 

The  Trade  and  Intercourse  Act  of  1802—^  is  considered  the  first  piece 
of  substantive  legislation  by  .which  the  United  States  assumed  responsi- 
bility for  and  committed  Federal  funds  for  social  arid  educational 
services  for  the  Indians.  Section  13'  of  the  Act  authorized  an  annual 
appropriation  of  $15,000* 

While  the  specific  expenditures  of  this  fund  [yrere  consid- 
ered] discretionary  with*  regard  to  items  purchased  and 
presented  to  the  Indians,  it  (was]  not  a  discretionary  £6nd 
with  respect  to  the  fulfillment  of  the  treaty  obligations 
by, the  United^States  to ^protect  the  Indians  and  to  preserve  , 
the  peace  .-2-1'  \ 

*  934  / 

On  March  3,   181?,   the  Congress  created5  the  Civilization  .Fund:   and 

authorized 'an 'annual  appropriation  of  $10,000  to  religious  groups  and 
interested  individuals  who  wou,ld  work  and  teach  among' the  Indians,,  This 
act. represents  th$  "first  legislative  action  taken  by  the  United  States 
which  does  not  refer  to  any  treaty. t>r  treaty-related  responsibility^ but 
instead  assumes  for.  the  United  States  a  ^general  obligation ^f6r* -'the 
civilisation  of ,  the  Indians  [and] . .  *ef||0ds  the  Federal  responsibility 
for  Indian  education. ♦ .to  all  tribes."  *  ', 

*  The  courts  have  held  that  this  statute ,  covers  all  tribes 
a  whether  they   held  any  treaty   relations  with   the  United  ^  , 

States  or  not  and  from  this  statute  comes  the  authority  of 
-  the  federal  government  to  provide  services  for  all  Indian?,^ 

regardless  of  location  or  previous  legal  Relationship  with 

th£  United  States.  1 

However, V the  encouraging  effects  of  the  Civilization  Act  were  hammered 
as  a  result  of  the  Indian  Removal  Act  of  May  28,  1830,  whictf  initiated 

232/  2  Stat.  139,  - 

233/  Vine  Deloria*  .Jr.,  Legislative  Ana.lysis.pf  the  Federal  Role  in 
Indian  Education  8  ^1575}  [hereinafter  *  cited  as  Deldria's  Legisla- 
tive Analysis] I 

234/  3  'Stat.  516.     "This  Act^es'tablishing  the  Civilization  Funds  illus- 
'  trates  the  use  of  the  term  'civilization1  by  the  Indian  Department: 
1  «..to  employ  capable  persons  of  good  moral  character  to  instruct 
them  in  the  mode  of  agriculture  suited  to  their  station;  and  for 
teaching   their   children   in   reading,  writing   and   arithmetic  and 
y/   performing  such  other  duties  as  may  be  enjoined...'   (Indian  Task 

Force  Report,  supra  note  226,  at  62,  n*4.) 
235/  Indian  Task  Force  Report,  supra  note  226,  at  342.-  " 
236/  Deloria's  Legislative -Analysis,  supra  note  233,  at**  12. 
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the  government's  'policy  of  forceful  evacuation- of  the  Indians,  from  their 
ancient  ^ftrimony  by  providing  for  *an  exchange  of  lands  with  the 
Indians  residing  ir^any  of   the  states  or  territories,  and  for  their  ^ 
removal  west  of  the  river  MiSf issippi.*    The  sum  of  $500,000  was  appro- 
priated by  the  Congress  to  cover  "the ' anticipated  expenses. -=2^ 

9 

Those  Indian^ bribes  which  had  advanced  the  farthest  toward  white  accul- 
turation were  the  most  seriously  affected,  for  the  improvements  made 
upon  their  lands  and*  the  educational  facilities  which  they  had  been 
.  provided  all  had  to  be  sacrificed  to'  the  land-hunger  of  the  new  Ameri- 
cans determined  to^3isplace  the  first  Americans. 

The  1850*3  and  1860*3  marked  the  era  of  transcontinental  migration  of 
the  Indians  as -the  Federal  policy  of  reservation  Settlement  was  being 
enforced.  The  overriding  concern  of  the  Federal  Government  at  the  end 
of  the  Civil  war  was  ,to  'clean  up*  the  Indian  Bureau  and- to  bring 
remaining  "hostile*  Indians  orfto  reservations.  In  'an  effort  *to  remove 
the  position  of  Indian  agent  from  political  influence,  President  Grant 
intitiated  a  Boarfi  of  Indian  Commissioners  in  1869.'  This  inspecting  and 
advisory  bo&y  waa  responsible  for  hiring  reliable  Indian  agents  of  high 
•Christian  character,*  These  agents  were  Responsible  fpr  promoting 
educational  facilities  and  programs  to  civilize  the'  Indians. *  In  1870, 
after  a  review  of  Indian  reservations  and  schools,  the  Board  of  Indian 
Commissioners  called  on  the  Congress  for  a  policy  of  more  direct  Federal 
^involvement  in  the  operation  of  schools  for  Indians;  they  noted  that  the 

*  ttommissioner  of  Indian  Affairs  had  remarked  in*  1855  that  removal  from 
place  to  place  had  prevented  Indians  from  acquiring  settled  habitl  or  a 
taste  for  civilized  pursuits. 

The  years  from  1870  to  1887  are  referred  to  by  writers  on  Indian  affairs 
as  the  Reservation  -Period  because  during  that  sixteen-year  period  the 
£      Government  vigorously  pdrsued  the  practice  of  segregating,  the  Indians 
withig3restricted  areas  and  made  the  first  serious  attempts  to  educate 

*  them.  '  * 

A  major  policy  change  in  Indian  education  resulted  from  the  passage  of 
two  general  appropriations  bills  in  the  Reservation  Period— the  first  in'* 
1870  and  the  second  in  1871.  The  .act  of  1870  provided  an  unprecedented 
$100,000  "for  the  support  of  industrial  and  ottef,  schools  among,  the 
Indian  tribes  not  otherwise  provided  for....  "^2/  This  act  brought 
Indian  education  more  directly  under  the  control  of  the  Indian  Office 
and  stimulated  the  establishment  of  government  *  schools*  .The  1871  act 
^  prohibited  the  making  of  further  treaties  with  Indian  tribes  and  ended 

\   * 

237/  4  Stat.  411,  412. 

238/  Fischbacher,  supra  note  229,  at  83*   - 

239/  16  Stat.  335. 
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their  independent  statqsj—/  they  would  thereafter  be  regarded  as  wards 

of   the  United  States,  '  Most  of  the  treaties  -previously  negotiated 

with  Indian  tribes  had  contained  education  provisions;  therefore,  the 
5100,000  appropriation  was  intended  ,to  provide  fpr'the  remaining  tribes 
and  to  furnish  a  means  by  which  the  Govermaent^co^ld  meet  its  obligation 
to  provide  educational*  facilities  and  teachers  for  Indiazj  children. 
Early  ijn  the  Reservation  Period  (1873)  the  Civilization  Act  was '  re- 
peal^,/the  fund  aiding  church  schools  was  withdrawn,  and  by  means  of  a 
new  system  of  contracts  with  all  schools  receiving  Federal  subsidies, 
Indian  education  was  gradually  brought  more  directly  under  the  control 
of  the  Indian  Office.  .The' Congress  reinforced  this  cdntrol  by  authoriz- 
ing the  appointment  of, an  Indian  School  Superintendent.  Under  the  1870 
^appropriation  act,  the  Indian  Bureau  established  day,  boarding,  and 
industrial  trailing  schools— all  with  an  erapTaasis  on  basic  TKills  in 
English,  'arithmetic,  mechanical  arts,  and  farming.  Indian  culture, 
religious  values,  and  tribal  environment  were  purposely  damaged  by  these 
schools  which  were  designed  to  assimilate  Indian  children  £nto  the  white 
community.  To  reinforce  the  assimilation  concept,  the  fisst  non-reser- 
vation boarding  school  for  Indians  opened  independently  at  Carlisle, 
Pennsylvania  (1879).  t        *  &  , 

By  the  close'  of  the  Reservation-  Period  there  were  several  different 
categories  of  schools  in  opeiratijbn: 

/  *  *  *  % 

Day  Schools :  f  " 

,  "     *  established  and  supported  by  the  Federal  Government  ' 
« supported  by  contract  with  religious  societies  * 

•  mission  schools  established  and  supported  by  religious  societies 

Boarding  Schools:  -V 

•  located  on  reservations^and  controlled  by  agents 

•  indeiendent  schools  —  *  m     \  \ 

9  supported  by  general  appropriations  __  1 

^  •  supported  by  special  appropriations 

•  contract  schools  — 

•  supported  by.  general  appropriations 

•  supported  by  special  appropriations  *  ^ 
n      #  mission  schools  established  and  chiefly  supported  by  religious 

associitions 

State  and  Tribal  Schools:         \  *  ^ 


•  Indian  schools  of  New  York  State 

•  tribal  schools  of  Indian  territqry^^ 


240/  16  Stat*  ,544,  566.    While  the  Congress  formally  ended  treatymaking 
with  the  Indian  tribes  in  1871,  for  the  next  40  years  the  Congress* 
did  make  •agreements"  with  the~rrT5es  which  have  been  interpreted 
as   treaties  by  Federal  courts^      Although  these  agreements  wers 
identical  to  the  treaties  in  format,  they  placed  more  emphasis  on 
the  rights  of  individual*  tribal-  member^  rather  than  on  the  right's, 
of  the  tribal  groups  themselves.     (Beloria's  Legislative  Analysis,  , 
gupra  note  233,  at  22.)  \ 

241/  Fischbacher ,  supra  note  229,  at  81. 

242/  Id.  110.  .  '  ^ 
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The  period  from  1-887  to  1934  is  referred  to 'as  the  Allotment  Period  as  ^ 
result  of,  the  passage  of  th,e  Dawes  Act  of  1887  which  initiated  a 'govern- 
ment policy  of  breaking  down  communally-held  Indian  lands  and  distribut- 
ing them  in  allotments  to  individual  Indians.  .This  Federal  policy  was 
designed  to  counteract  tKe  influence  of  th^  Indians1  communalistic 
culture  in  order  to  facilitate  and  to  hasten  their  assimilation  into  the 
prevailing  white  American  culture  and  promote, individualism  and  pride  in 
the  ownership  pf  one's  own  property. 

The  General  Allotment  Act  of  1887,—^  commonly  known  as  the  Dawes  Act) 
contained  four  provisions; 

*  •  ?^         '  ■ 

1)  a  grant  of  160  acres  ^9  each  family  hea<l<  of  eighty 
*    acres  to  each  single  person  over  eighteen  years  of  age  and 

t0  each  orphan  under  eighteen,  ajid  of  forty  .acres  to.  eacto 
other  single  person  under  eighteen; 

2)  a  patent  in  fee  to  be  issued  to  every  allottee  but  to  be 
held  in  trust  by  the  government  fqr  25  years; 

3)  a  period  of  four  years  to  be  allowed  the  Indians  in 
.  which  to  mate  their  selections  after  allotment  should  be 

applied  £o  'any  tribe—failure  of  the  Indians  to  do  so  would 
"result  in  selection  for  them  at  the  order  of  the  Secretary 
o"f  fche.  Interior  ?  and 

4)  f citizenship  to  be  conferred  upon  allottees  and  upon  apy 
cfther  Indians  who  had  abandoned  their  tribes  and  adopted 

*  the  habits  &t  civilized  life*— 7  ^ 

*      ' '  V 

<  Dnfortuhately,  "the  1887^aw;  which  had  been  intended  as' a  civilizing 
instrument.,  .t^ged  ou.t  to  be  primarily  a  means  of  depriving  the  Indian 
of  his  lands ♦*  '#>As  a  result  of  the  Act:  „ 

1}  the  Indians  lost  86,pgo,OOG  acres  out  of  138,000,000  or 
more  t^jm  60  percent  of  their  original  holdings; 

2)  the  Indian  lands  became  in  many  cases  isolat§d,  and,  as 
a  result,  unprofitable  for  grazing  purposes; 

3}  Indian  heirship  became  a  complicated  problem  as  a  reiult  '' 
of  division-  and  subdivision  of   land,  into   sma^i  traces; 

4)   i<t  inaugurated  a  common  practice  of,  leasing 'Indian 
allotments  to  white  settlers^ 

5}  it  resulted  in  many  legal  complications;  and,  >#  * 
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243/  24  Stat.  388. 

244/  Indian  Task  Force  Report,  supra  note  226,  at  43. 
245/  frischbacher ,  supra  note  229,  at  1 18. 
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6)  it  broke  up  Jfcribal  organizations  and  thereby  destroyed 
the  "one  cohesive  element  within  the  understanding  of  the  • 
Indians  and  through  which  they  wer£  able  to  work,  

Criticism  of  the  Dawes  Act  increased  in  the  closing  years  of  the  ISCTO's 
<£nd  the  beginning  of  the  1900's.     Opponents1*  objected  to  the  privileged 
citizenship  for   the  Indian  which  resulted  from  the  allotment  measure* 
declaring    that    it    granted    "privileges    without    responsibility. »i4-/ 

OA  ft  / 

On  May  8f  1906          the  Congress  modified  the  Dawes  Act  so  as  to  defer 

the  right  of  citizenship  to\the  close  of  "the  trust  period  instead  qf 
having  this  privilege  conferred  at  the  outset.  The  Burke  Ac^,  as  it-is 
commonly  known,  also  granted  the  Secretary  of  the  Interior  the  authori- 
ty, at  his  discretion,  tp  grant  earlier  citizenship  to  those  Indians 
whom  he  deemed  competent  to  manage  their  own^ affairs. 

Thereafter^ .  on  June  2,   1924,   the  Congress  passed  t.he  Indian  Citizen- 
ship Act,  *  also,  known  as  the ^Sn^der  Act,  which  declared  "all  non- 
citizen  Indians  born  within  the* territorial  limits  of  the  United  States** 
to  be  citizens.  v  • 

Education  policies  during  the  Allotment,  Period  were  designed  to  prepare" 
Indian  youth  for  speedy  entry  into  the  mainstream,  of  American  life  as 
evidenced  by  the  expansion  of ^of f-reserva%ion  boarding  schools,  such  as 
Carlisle,  where  the  curriculum  was  intended  to  eradicate  Indian  cultural 
influences  ..by  'traqsjtarting  Indian  pupils  far  from  their  homes  and  all 
reservations  and  surroundiung  them-  with  white  people, at  .the  institutions 
who  taught  them  to  be  Christian  farmers  and  homemakers-,  as  welL^as  other 
•white*  vocations*  % 

■  *  v 

*  During  this  period  legislation  was  also  passed  to  limit,  and  later  to 
prohibit,  the  use  of  Federal  fluids  to  subsidize  sectarian  schools. 
These  schools  thereafter  diminished  in  number  and  influence,  and  grad- 
ually Federal  boarding  schools  became  the  dominant  type  of  Indian 
educational  institution.  Compulsory  education  was*also  imposed  during 
this  period  to  extend  literacy  to  all  Indian  children,  and  the  merit 
system  Was  introduced  to  improve  the  quality  of  Ithe  Indian  'Bureau* s 
teaching  "personnel.  *  f 

* 

In  1901,  Commissioner  ft. A.  Jones  called  for  a  shift  from  the  of£- 
reservation  boasding  schools' to  on-reservation  boarding  and  day  schools, 
"claiming  that  their  programs  were  explosive  and  were  not  geared  to  the 
realities  of  Indian  life7.  This  attitude  was  also  supported  by  the  'next 
Commisisoner ,  Francis  J^eupp,  who  campaigned  to  construct  schoolSL  to 
"carry  civilization  to  Indians.     [not]  ^the^ndian  to  civiii^zatio/i.*— — 


246/  Id.  119.  .  % 

247/  Id.  -  ^. 

248/  34  Stat.  182.  - 
249/  43  Stat.  253 v*  fc  * 

250/  Indfan  Task  Force  Report?  supra  pote  226,  at  46. 
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.  'To  plant  our  schools  among  the  Indians, f  he  declared, 
'means  to  bring  £he  older  Members  of  the  race  within  the 
sphere  off  influende  of  .which  every  school  is  th^  center. 
This  certainly  must  be  the  basis'  of  any  practical  effort  to 
uplift  a  whole'  people #f«=i/ 

o 

♦ 

Commissioner  Leupp  opposed  * the  artificiality  of  the  boarding  schools  and 
favored*  the  community  day  schools  which  he  anticipated  would  in  tine- 
become ,  ordinary  public  schools  serving  Indian  and  white  pupils'  alike. 

The  next  ma^or  change-  in  educational  policies  came  in  1910  when  there  • 
was  a-  shift  in  emphasis  to  public  education.  Contrapts  were  made  with 
local  educational  agencies  for  the  public  education  of  Indians.  ,  The 
Bureau  of  ^dian  Affairs  {BIA}  'also  -  mandated  the  adoption  of  public 
school  .curriculum  in  the  government  schools.  By  1912,  the  number  of 
Indian  children  in  public  schools  was  larger  than  irf  government  schools. 

Further  encouragement  to  place  Indian  children  in  public  schools  came- 
w     With  the  1924  act  declaring  all  Indians  to  be  citizens.     States  werS 
urged  to  treat  ^dians  equally  with  other  citizens  and   to  encourage. 
Indian  people  to  accept  the/  s?ame  duties  and  responsibilities  as  other 
citizens,  including  public  education  for  their  children. 

The  same  y«ar  the  "Committee  of  One  Hundred"— /  issued  its  report  on 
: Indian  affairs.     The  report  devoted,  special  attention  to  education  and  / 
recommended  increased  Federal  appropriations  to  meet  the  need  for  more  * 
competent  personnel,  better  school  facilities,   increased  enrollment  of 
Indies  in  public  schools,^and  scholarships  for  high  school  and  college  > 
j"  •  education.    The  BIAfs  response  to  the  report  was  minimal;* they  increased 

the  enrollment  of  Indian  pupils  in  public  schools  and  revised  the 
curriculum  in  their  schools  to  parallel  that  which  was  offered -by  public  ' 
schools * 

"The  Problems  of  Indian  Administration*  {The  Meriam  Heport),  issued  in 
1928,  pointed  out  ^he  shocking  conditions  in  the  boarding  schools  and 
called  for  their  closure.  It  recommended  that  Indian  children  be  taught 
in  •  ^e  home  environment  of  community  day  schools.  The  report  also 
supported  Indian  cultural  diversity  and  advocated  the  use  of  education 
as  a  tool  to  reinforce  this^*  In  response  to  the  report,  the  BIA  exten- 
sively revised  its  educational  programs  to  include  Indian  cultural  ,  ^ 
traditions  in  the  basic  curriculum,v  organized  a  community  school  system 
on  the  reservations,  and  increased  Federal-State  education  contracts  for 
Indian  children  attending  public  schools.  Efforts  were  also  made  to 
<  afford  qualified  Indians  the  opportunity  to  attend  college  if  they 
desired  to  continue  their  education., 

 \  *■ 

251/  Fischbacher,  su]Dr*-ftete-229,  at  149-150.  j 
fc  JH/  The   "Committee   of  One  Hundred"   consisted  of  approximately  one 

hundred  public  spirited  citizens  who  were  .appoihted  by  the  Secre- 
•  tary  of  Interior  in  1923  to  review  and  recommend  improvements  in 
the  field  of  Indian  Service. 
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In  15929*  a  year 'after  the  Mer  iam  *Report  was  published,  a/lfational 
Advisbry  Committee  on  ' Education  was  organized  by  the  Secretary^  of  the 
Interior  to  advise  President  Hoover  on  the extent  and "kind  of  Federal 
involvement  in  education.  In  1931  the  Commission  issued  its  report, 
"Federal  Relations  to  Education,"  which  ..contained  several  recommenda- 
tions regarding  Indian  education:  £ 

s  ■ 

1)  provision  of  adequate  facilities'  to  attain  the  objec- 
tives of  the  educational  policy  already  adopted  by  the 
Bureau  of  Indian  Affairs; 

2)  utilization  of  public  school  facilities  wherever  practi- 
cable, maintaining  of_  high*  standards*,  and  provision  of 
special   Indian  schools  of  improved  type  where  necessary; 

3)  provision  of  schools  of  ppsfc- secondary  grades  for  Indian 
youth  of  superior  ability; 


4)  provision  for  *a  epore  extensive^program  of  in-service 
training  for  Indian  Service  personnel;  and 

5)  maintenance  of  a  closer  liaison  between  the  Bureau  of 
Indian  Affairs  and  othfer  federal  agencies  concerned  with 
the  education,  health**  aM  , welfare  of  Indians.— notably,  the 
Office  of  Education*— 7  Y"'  '  m  - 

As  a  result  of  these * recommendations,  a  Fedq^al  program  was  developed 
which  was  designed  to  relate  iratruc£S£n  to  the  practical  needs  and 
interests  of  Indian  children  in  order  feo  develop  their  independence  and 
initiative  in  lieu  of  the  erstwhile  program  whose  primary  aid  was  to 
acculturate  the  Indian, to  the  prevailing  white  civilization. 

*  •  \ 

The  Indian,  cultural  renascence^  of  | the  next  two  decades,  knbwn  as  the 

Reorganization  Period  (1934-1953) , |had'  a  profound  influence  on  Indian 
education;  curriculum  was  revised  to  empha&43£  Indian  values  and  text- 
books were  oriented  to  the  Indian- and  no  longer  to  the  white  man  and  his 
standards  and,  values.  -  f  , 

The  opening  o*  this  period  was  marked  by  the  passage,  of  two  laws,  both 
in  1934.  The  firs£  was  the  JohnsonrO'Mall^y  Act,-=2z/  which  facilitated 
closer  Federal-State  cooperation  in  the  education  of  Indians,  and  the 
Second  was  the  Indian  Reorganization  Act,-: — '  also  known  as  the  Wheeler- 
Howard  Act,  which  reversed  the  \ Dams  Act  of  1887  and  provided  loans 
to  Indians  to  enable  them  to  attend  college  or  vocational  $nd  tr^de 
schools . 

The  Johnson-Ob*  Mai  ley  Act  authorized  the  Secretary  of  Interior  to  make 
contracts1  with  State  agencies  for  the  education,  medical  attention, 
agricultural  assistance,   and  social  welfare,   including  relief  of 


253/  Fischbacher,  supra  note  229,  at  162. 
254/  48  Stat.  596.  K 
255/  48  Stat.  984.  \  *  jc^t 
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distress,  of  Indians  and' to  permit  State  agencies 'to  use  school . build- 
ings, hospitals,  and  other  facilities,  equipment,  and  property  owned 'by 
the  Federal  Government,  This  law  formalized  a  pattern  of % Federal -State 
activity  in  Indian  education  which  continues  today. 

Just  two  months  after  approving  the  tfohnson-O'Malley  Act,  the^  same 
Congress  passed  the  Wheeler-Howard  Act  (the  Indian  Reorganization  Act) 
whose  principal  purposes  were  to  stop  the  alienation  of  Indian  lands,  to 
acquire  land  for  landless  Indians,  to  stabilize  tribal  organization,  and 
to  establish  a  policy  bf  government  support  for  undergraduate  and 
graduate  education  for  Indians.  The  educational  loans  provisions 
extended  Federal  assistance  to  Indians  who  wished  to  attend  nongovern- 
mental vocational,  trade,  and  high  schools  as  well  as  colleges  and 
universities.  <D 

X 

During  the  Reorganization  Period,  the  educational  work  of  the  Bureau  of 
Indian  Affairs,  was  conducted  through  five  types  of  schools:  1 

1)  public  schools,;  which -the* federal  Government  aided  vith  ' 
tuition  or  other  funds;     'm  . 

2)  day  ^schools,  which  were  operated^as  community  ^enters 

s    (on  the  reservations) ;  , 

•»  » 

3)  reservation  boarding  schogls,  which  were  primarily 
secondary  and  vocational  institutions; 

4)  non-reservation  boarding  schools,  which  we*e  essentially 
vocational  *  in  nature;  and 

- 

*5)   contract  schools,  some  of  which  were  sectarian  and  some 
secular,  some  private  and  some  State-Supported ,332/ 

This  period  of  support" for  Indian  tribes,  their  edt^ation,  their  culture 
and  their  economics  ended  after  world  War  II  under  the  belief  that 
Indians  were  prepared  for  equa£  participation  in  American,  life.  In 
1949s,  the  Hoover  Task  Force  on  Reorganizing  the  Executive  Branch  recom- 
mended that  the  "Federal  Government  relinquish  its  responsibility  over 
Indians  to  the  States."  This  recommendation  led  to  the  FederaJ.  policy 
of  termination  which  was  formalized -by  the  Congress  in  1953  in  Setose 
Concurrent  Resolution  108,  The  resolution's  stated  pirrpose  was  to  free 
the  Indians  from JPederal  control  and  supervision,  to  end  their  status  as 
Federal  wards,  and  to  make'  them  £ubj*ect-to  the  same  laws  and  to  be 
entitled  to  the  same  privileges  as  other  citizens  which,  in  turn,  wouA 
affect  Indian  education  by  shifting  the  responsibility  for  education 
fron^the  Federal  Government  to  the  States./ 

House  concurrent  Resolution  108  also  represented  a  directive  to  the 
Secretary  of  Interior  to  suggest  legislation  designed  to  end  the  Federal 
Government's  special  relationship  with  the  Indian  tribes.  Accordingly, 
during  the  second  session  of  the  Eighty-third  Congress,  ten  termination 
bills  were  introduced,  and  six  were  approved  1 

 I  i   \ 
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Within  three  years  of  passage  of  House  Concurrent  Resolution  1$8 ,  the 
Federal  <3overnment  had  initia€|d  withdrawal  procures  designed  -to 
terminate # its  trusteeship  or  wardship  relation  jwi±>*nine  separate  Indian 
tribes.^  By  1961,  according  to  a  report  by  the  Commission  on  Rights , 
^Liberties  and  Responsibilities  of  the  Americsm.  Indian,  eleven  basic 
termination  laws  had* been  passed  to  implement  th^'resolution. 

The  termination  policy  enunciated  by  House  Concurrent  Resolution  108  and 
the  ensuing  legislation  "created  *'a  state  of  psychological  shock1  to 
Indians  across  the  country,  because  to  them  it  implied  the  renunciation 
of  all  Federal  Indian  treaties  and  the  consequent  responsibility  by 
*  I.ndlans  to  P*£g^axes,  although  they  had  bartered  their  lands  for  tax- 
free  status." — 2/  peeling  abandoned  by  t6e  Federal  GovernmeoJ^and  unable 
to  fend  fo^  themselves,  many  Indians  and  tribes  so*d  their  land  {their 
only  assetjf  in  order  to  support  themselves  and  their  families.  As  a 
result  many  Indians  were  left  homeless  and  destitute!      ,  \ 

However,  paradoxically,  as  a  result  of  the  Federal  policy  of  termina- 
tion, the  BIA*  initiated  s^reral  programs  designed  to  bpWge  the  cultural 
gap -that  s£ill  separated  Indians  from  full  assimilation  into  the  main- 
stream of  American  life,  While  withdrawing  from  special  activity  or 
behalf  of  two-thirds  of  the  Indian  children  who  were  sufficient 
aqpulturated  to  profit  from  •  public  schopl  education,  the  BIA^  beoS 
involved  ipore  aggressively  in  the  'special  education  of  the  remaining 
one-third,  and  their  "pare/its.  The  linguistic  jboblem.was  beirwk^fet:  *by 
means  of  special  primary' classes  for  the  youngest  pupils,  by  tSapndacy 
language  programs  and  tehe  use*  of  language  laboratories  for  M  more 
advanced  *  students,  and  by  basic  education  programs  for  adulw^  The 
geographic  problem  of  Indian  children  in  isolated  areas  was  belnpmet  by 
the  use  of  y trailer  a^d^hogsin  schools,  as  well  as  by  the  provision  *of 
boar4ing  schools,-*  on  and  off  the  reservations,  an<^ dormitories  nea£ 
public  schools.  The  economic  .problera^was  being t  metr- in  a  variety  of 
ways,  notably  by-work- training  programs  for  high  school  students, 
scholarship  provisions  for  col^sge.  students,  and  vocational  training 
programs  offered  to  adult  Indians, 

The  ^climate  of  the  country  in.  this  period  may  well  have  affected  the 
treatment  of  Indian^'  under  Public  Law  874,  which  was  enacted  in  1950  to, 
provicie  financial  assistance  to  local  educational  agencies  in  areas 
affected  by  Federal  activities*  For,  whil^it  is  true  ,that  the  Johnson- . 
O'Malley  Act  provides  some  educational  support  for  Indian  children,  it 
was  not  adequate*  it  is  ironic^that^the  students  who  were  suffering  th'^ 
most  from  an  inadequate  education,  and  from  being  federally-oonnectlc?, 
were  specifically  excluded  "from  this  legislation,  and  its'  subsequent 
amencSaents,  for  nearly  eight  years*  While  real  property  held  in  trust 
by  the  United  States  for  Indians  was  included  in  the  definition  of 
Federal  property  under  the  j^ct^the  definition  oft  the  child  who*cQjild  be 
served,  specif icalJLy  excluded  eny  Indian  child  eligibly  for  educational 
;g*rvices~-qftder  a  capital  grant  by  the  United  States  or  undes  the  super- 


258/  Fischbacher ,  supra  note  229,  at  192. 


vision  of  or  pursuant  to  a,  contract  or  arrangement  with  the  Bureau  of 
Indian  Affairs.—'  ^  ^  % 

On  August  8,  1953,  the  Congress  passed  Public  Law  83-248  Which  amended 
Public  Law  874  by-adding  a  section  10' to  the  Acf.  This  section  author- 
ized the  "'governor  or  A  State  to  elect  to  receive  payments  for  .Indian 
children  under  section  :*3(a)  of  the  , Act,  provided  that  neither  of  the 
children's  parents  were  regularly  employed  on  non-Federal  property.  A 
definition  bf  "Indian"  watf  included  which  required  one-fourth  degree  or 
more  of  Indian  blood.  However,  this  election  meant  that  a  State  would 
receive  ^either^  Johnson-O'Malley  payments  op  874  payments  but  not  both. 
The  ratipnale  behind  the  limited  inclusion  of  Indian  children  under  sec- 
tion 3(a)  was  that  the  local  educational  agency  would  receive  no  taxes 
from  thos^  o^rents  who  were  employed  on  the  reservation  or  on  Federal 

property.  ^   Although   this  alternative  eliminated  a  potentially  dis-" 

criminatory  'feature  in  the.  original  legislation  by*  allowing  Indian 
children  to  be  treated  consistently  with  children  ofr  other-  Federal 
employees,  no  real  change  or  substantially  increased  benefit  was  real- 
ized for  Indian  students  by  the  amendment.  In  f^ct, .  Commissioner  Glen 
L.  Emmorite  reported  in  1954  that  "when  the  fifteen  States  receiving 
Federal -pid  under  the  Johnson-C^Malley  Act  were  given  the  alternative  of 
applying  for  this  assistance  under  POblic  Law,  874  tas  amended)  all 
elected  to  remain  under  the  former  contract  status** 

Thereafter,  section  10  was  amended  *in  1955  (public  Law  84-832)  and  in 
1956  (Public  Law  84-949)  to  extend  its. provisions  and  was  subsequently 
repealed  by  section  206  of  Public  Law  83*620  in  1958. 

•  .TV  •  ^- 

With  the  passage  of  public  Law  85-620  the  definition  of  "child"  under  t 
the-  Impact  Aid  law  was  amended  so  that  Indian  children  were  considered  * 
to  be  eligible  children  whose  parents  lived  or  worked  on  Federal  proper- 
ty. Not  gply  did  the  Act  authorise  full  acceptance  o#f  Indian  children 
as  eligijpe  recipients  of  874  funding,  but'  it  also*  permitted  £e$al 
eduoat^nal  agencies  to  receive  supplementary  assistance  under  we 
JohnigjpO'Malley  Act  for  special  services. 


ElaK>r*ting  on  this  shift  in  policy,  House  Report  No.  1532  states: 

H.R.  11378  makes  a  significant 'change  in  the  treatment  of 
school  districts  educating  Indian  children,  by  enabling 
^  them  to  accept  payments  under  Public  Law  874  without 
forfeiting  the  right  to  obtain  payments  under  the  Johnson- 
O'Malley  Act  for  special  services  apd  for  'meetirng  £du- % 
cational  problems  ,under  extraordinary  'or  exceptional 
circumstances.  Under  present  law,  the  Governor  of  gach 
State  must  make  a  determination,  in  advance,  whether  ^11 
 :  <         /  - 
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schools  in  a- particular  State  shall  seek  assistance  through  \ 
Public  Law  874  or  the  Johnson^O'Malley  Act,    H.R.  11378/  in 

amending  Public  Law  874  in  this  connectJ.piw  prevents  any  i 

duplicate  payments  fo^  the  saiae^  services.                 |  \x/ 

.      *  ■  \  ■      .    *  *  f 

Thus,  local  educational- agencies  were  able  to  receive  Federal  assistance 

under* both  the  Impact  Aid  A6t  and  ,t$e  Johnson-O'Malley  Act  based  uppn 
the  residence  of  Indian  children  on  tax-exempt  land*    Impact  Aid  funding- 
was  to  cover  maintenance  and  dperational  costs  for  educational  services 
and  Johnson-O'Malley  funding  supplemented  the  former  by  covering  tl*e 
costs  for  special  services.,  '  j 

•  ■  .  *  \ 

Another  important  change  instituted  by  Public  Law  85-620  concerned  th^ 
provision  in  section  2  ot  the  Impact  Aid  law  which  stated  that  *othe^ 
Federal  payments"  must'  be  deducted  from  the  total  amourvt  a  local  educa-H 
tional  agency  receives  under  the  Act.  The  amendment  ^rbtrided  thati 
payments  under  the  Johnson-O'Malley  ^Act  did  not  constitute' "other 1 
Federal  payments"  for  this  purpose. 

*  A 


In  addition,  since  Indian  children  were  -now  included  i:n  basic  \874 
funding,*  Public  Law  85-620  amended  tjie  Act  to  exclude  Indian  childten 
from  the  definition  of  Federal4  proper ty  for  the  purposes  of  section^ \6. 

In  the  1960fs  increased  emphasis  on  self-determination  brought  attention 
to  the  need  for  widespread  reform  in  .Indian  education.  In  1968,  under, 
the.  leadership  of  Senator  Edward  Kennedy,  the  Special  Subcommittee  <3n 
Indian  Education  issued  its  report  entitled,  "Indian  Education:  \\ 
National  Tragedy,  A  National  Challenge."  .  As  a  result  of  the  Kennedy- 
report,  the  Congress  passed  title  IV  of  the  Education  Amendments  of 
1972,  which  is  known  as  the  Indian  'Education  Act  (Public  Law  93-218). 
Section  411  of  Public  Law  92-318  amends  Public  Law  874  by  redesignat- 
ing the  existing  title  III  as  title  IV  and  by  adding  a  new  "Title  til — 
Financial  Assistance  to  Local  Educational  Agencies  for  the  Education  of 
Indian  Children,"  commonly  known  as  title  JV,  part  A*  The  program  was 
designed  to  award  grants  to  local  educational  agencies  to  meet  the 
special  educational  needs  of  Indian  children. 

As  was  the  intent  of  the  Congress,  the  passage  of  title  IV  marks  a  major 
changed  in  the  Federal  policy  toward  the  education  of  Indian  children?1 
Senate  Repoci  No.  92-346  of  August  3,  1971,  states  in  part:' 

The  public  school  education  received  by  Indian  students  has 
been  subsidized  to  "Some  extent  -by  the  Federal  Government 
since  the  1890,s.    The  purpose  of  the  legislation  appeared 
to  be  b^pfqld.    First,  it  gave  legislative  authority  to  the 
polfcy  of  integrating  Indians  into  the  white  culture,  thus  s 
establishing  the  goal  of  assimilation  with  the  public^ 
v  schools  as  the  vehicle  for  attaining  that  goal.    Second,  it 
established  the  precedent  of .providing  subsidies  to  public  ■ 
schools  in  order  to  encourage  them  to  assume  the  responsi- 
bility for  Indian  education* 


262/  H*  Rep.  No.  1532,  85th  Cong.,  2d  Sess.  3  {1958). 


•  ••the  Indian  Education  'Subcommittee  in  1969  found  Indian 
education  to  be  a  *  national"'  tragedy.  '  Some  vof  its  general, 
findings  include  the  following:  * 

Dropout   rates   are  twice  'the  national  average,  in  both  < 
public  arid  Federal  schools;     Borne  school  districts  have 
dropout  rates  approaching  100  percent;  v  + 

Achievement  levels  6f  Indian  children  are  2  tp  3  years       *  ' 
-  below  those  q£  white  students;  and  the  Indian  child  falls 
■    progressively  further  behind  the  longer  he  stays  in 
school?  , 

*  <  One-fourth  of  elementary  and  secondary  school  teachers— 
by  their  own  admis&ion — would  prefer  not  to  teach  Indian 
childrerf?4  _  -     •  < 

i 

;  Indian   children,   more    than   any  other   minority  group, 

believe  themselves  to  &e  "below  average"  in  intelligence,^-  

even  though  evidence  is  contrary  to  this  belief,  ^ 

s 

While  local  school  ^distriqts  themselves  must  share  part  of 
^^--responsibility,  ^fie*  Indian  Education^ Subcommittee 
included'  that  the  Federal  Government  had  failed  to  live  up 
bo  its  4 responsibilities  in  providing  funds  and  leadership 
for  assisting  public'  school  districts  to  better  understand 
me§t  the  special  needs  of  Indian  students. 

We  have  concluded  that  our  national  policies  for  educating 
American  , Indians  are  a  failure  of  major  proportions.  They 
have  not  offered  Indian  children— either  fIii  years  past  or 
today— an  educational  "opportunity  anywher^/  near  equal  to 
that  offered  the  great  bulk  of  American  children.  £^t 
generations  o^  lawpakers  and  administrators  have  failed  the 
American  Indian,.  v 

Thus,  the  policy  underlining  the  title  IV  program  marks  a  substantial 
break  with  the  past  pattern  ,of  assimilation  and  paternalism,  and  the 
supposedly  humanitarian  aifcs  of  turning  Indians  into,  "productive  and 
civilized"  American  citizens.  .Instead,  the  law  established,  for  th* 
rfirst  time,  the  principle  of  Indian  control  over  Indian  *  education.  The 
definition  of  Indian  was  broadened  from  the  requirement  of  one-quarter 
blood  under  the  Bureau  of  Indian  Affairs  programs  to  jthat  of  eligibility 
by  descent  to  the  second  generation.  Thin  means  that  any  student  who 
has  at  least  one  grandparent  who  is  a  tribal  member  would*  be  considered 
to  be  Indian  under  the  title  IV  program. \  Of  special  import  is  the 
program's  principle  of  community  control  ov$r  the  education  provided  to 
Indians,  as.  in  £he  public  schools  through!  Parent  Committees  with  an 
active  advocacy  voice  an^f^tuthority.  over  the  program's  grant  award. 
Alternative  Indfan  schools  run  bylndians  for\  Indian  children  could  also 
be  funded  through  the  program.        f  \ 
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In  addition  to  the  grant  awards,  the  Act  has  some  other  significant 
provisions.  The  Act  provides  for  the  establishment  of  a  bureau-level 
Office  of  Indian  Education  headed  by  an  Indian  as  the  Deputy  Commission- 
er* The  Office  would  administer  the  provisions  of  the  .title  IV  program. 
The  Act'  also  creates  a  National  Advisory  Council  on  Indian  Education 
consisting  of  J 5  Indian*  members  ^appointed  b^  the  President.  The  Coun- 
cil's responsibilities  would  include  reviewing  and  evaluating  all 
Federal  programs  affecting  Indian*  education,  advising  the  Commissipner 
of  Education,  and  providing  technical  assistance  to  local  educational 
*  agencies  and  Indian  organizations.  A  provision  Jrs  also  inqluded  in  the 
Act  which  requires  an  assurance  that  Indian  children  will  participate  on 
an  equitable  basis  in  the  school  program  of  the  local 'educational 
agency. 

The  .Education  Amendments .  of  1974,  Public  Law  93-380,  amended  section 
3(a)  of  the  Impact  Aid  law  by  inserting  a  provision  which  states  that 
Indians  are  to  b^'counted  as  military  *A*  children.  As  a  result  of  this 
provision  many  local  educational  agencies  ~ became  "heavily- impacted , " 
meaning  that  the  schools  had  an  enrollment  of  20  percent  or  more  feder- 
ally-connected *A^  children.  In  fact,  during  fiscal  year  1979,  approxi- 
mately 70  percent  of  all  heavily- ijinacted  school  districts  were  so 
designated  due  to  Indian  enrollments.—^  ' 

The  Education  Amendments , of  1978,  Public  Law  95-561,  amended  Public  Law 
874  by  creating*  title  XI — Indian  Education,  which  is  the  product  of  the 
Advisory  . Study  Group  on  Indian  Education  of  the  House  Committee  on 
Education  and  Labor. ,  This  special  group  was  est^fei^shed  by  the  Commit- 
tee at  the  beginning  of  the  95th  Congress  to  cpMuct  research  into,  and 
propose  needed  legislation  pertaining  to,  tqe /field  of  Indian  education. 
According  Jo  House  Report  No*  95-1137:  ' 

The  Advisory  Study  Group  determined  that  the  following 
problems,  documented  by  hearings  and  on-site  inspections, 
require  immediate  remedial  legislation;  (1)  the  lack  of 
Indian  involvement  and  participating  -  in  both  public  and 
Bureau  school  programs;  (2)  the  need  for  increased  dollars 
\  to  meet  the  higher  cost  of  supplying  basic  education 
programs  for  Indian  children?  (3)  the  lack  of  adequate 
funding  to  meet  the  special  needs,  of  Indian  students,  both 
educational  and  cultural,  preferably  through  the  Indian 
Education  Act  of  1972;  and  (4)  the  lack  of  Congressional 
direction  for  a  coordinated  educational  system  within  the 
Bureau  of  Indian  Affairs....  Additionally,  the  Committee 
has  found  reluctance  on  the  part  of  som£  key  Bureau  employ- 
ees to  solicit   and  encourage  input  by  Indian  tribes, 


263/  According  to  theWvision  of  School  Assistance  in  Federally  Affect- 
ed Areas,  Department  of  Education,  during  fiscal  year  1979  there 
were  303  heavily-impacted  school  districts  in  the  country,  of 
which  approximately  7(f  percent,  or  218,  served  Indian  3(a)(2)  and 
3(a) (2) -special  education  students. 


organizations,  and  parents*.  Thesj*  Bureau  employees,  Indian 
and  non-Indian  alike/  still ^sup&ort  the  outdated  concept  of 
'doing  .things  for  the  Indians.V  Congress  must  take  im- 
mediate steeps  to  see  that  t^id 'misguided  policy  already 
repudiated  by  the  Indian  Self-Determination  jukL  Education 
Assistance  Act  of  1975,  is  changes  forthwith 

Title  XI/  part  A,  made  two  ma^jor  changes  in  the  impact  Aid  law.  First, 
under  the  newly  cheated  subparagraph  3\{a)  (2>(D) ,  the  entitlement  ef  an 
Indian  %*A"  child  would  be  increased  to  125  percent  of  the  ordinary 
entitlement.  Second,  tinder  the  provisions  of  the  newly  created  subpara- 
graph 3  (dj  {2}  (©y,  the  ^local  educational;  agencies  reviving  these  pay- 
ment s jaus t  establish  policies  and  procedures  to  insure  the  participation 
of  Indian  parents  and  tribes"  in  the  education  process.  A  complaint 
procedure  was  also  established  which  Would  give  any  tribe,  or  its 
designee  (which  has  students  in  attendance  at  a  school  bf  a  local 
educational  agency)  the  right  to  file  a  complaint  against  the  local 
educational  agency  if  the  ±rihe_£eels  the ^agency  has  not  fulfilled  its 
obligation  to  insure  participation  in  the  education  process.  Impact  Aid 
funds  cad  be  withheld  from  the  local  educational'  agency  until  this 
complaint  is  resolved. 

Parents  of  children  served  5y  a  local  educational  agency  must  file 
'  grievances  through  the  tribe  or  its  designee.  According  to  the  amend- 
ment,, the  policies  ind  procedures  must  insure  that  (1)  Indian  children 
claimed  under  section  3(a)  of  the  Impact  Aid  Xaw  will  participate  on  an- 
e^ual  basis  in  all -school  programs  with  all  other  children  educated  by 
the  local  educational  agency?  (2)  tribes  and  parents  of  Indian  children 
claimed  under  section  3(a)  have**  been  consulted  and  involved  in  the 
planning,  development,  aqd  deration  of  programs  assisted  by  Impact  Aid 
funds;  (3)  tribes  and  parents  of  Indian  children  claimed  under  section 
3(a)  are  afforded  an  opportunity  to  present  their  views  with  respect  to 
the  application,  inducing  the  opportunity  to  .tnake  recommendations 
concerning- the  needs  of.  fcheir  children  and  the  method  to"*t>e  used  to  meet 
those  needs;  (4)  that* program  plana  and  evaluations  have  been  adequately 
disseminated  to  the  tribes  and.  the  parents  of  *  the  Indian  children;  and 
(5)  that  the  tribes  and  parents  are  afforded  a  ^general  opportunity  to 
present  their  overall  vffews  on  the  education  program  and  the  degree  of 
parental  participation  allowed.  *  ■ 

The'  complaint  proce$u*e  was  amended  In  1979  by  Public  Law  96-46.*  This 
amendment  states  that  the,  tribe*  shall  have*the  discretion  in  choosing 
complaints  to  file  and  that  if  students  are  w^th^rawn  from  the  local 
educational  agency  under  mthe  complaint  procedure,!  those  children  who 
choose  to  remain  in  the  school  of  the, local  educational  agency  against 
whom  the  complaint  is  being  lpd^e^  can.  continue  to  ke  funded^  however, 
no  future  complaints  may  becfiled  on  their  behalf,  \ 

'264/  H.  Rep.  No.  95-1137,  95th  Cong.,  2d  Sess.  1 12-1 131  (W78) . 
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Consequently,  not  only  has  the  Congress  gjrovided  specifically  for  the 
equal  educational  opportunity  for ^Indian  children,  for  parental  involve- 
ment, and  for  Indian  control  over  Indian  education,  but  i\  has  also 
formally  proclaimed  that  the  amendment  is  based  on  the  trust  status  of 
the  Indian  tribes  with  the  Unied  States  and  that,  the  implementation  of 
the  rights  ^et  forth  in  title  XI  is  clearly  a  part  of  Federal  policy 
regarding  the  education  of  Indian  children.  Thus,  these  legislative 
changes  and  policy  statements  can  be  viewed  as  as  renewed*  recognition 
that,  the  Federal*  Government  has  an  obligation  to  maintain  and  restore 
Indian*  culture/  as  opposed  to  its  |gper  termination  and  assimilation 
policies,  and  ttak, given  the  DepartmJSi  of  Education  clear  and  definite 
responsibilities  regarding  Indian  trust  lands  and  the  provision  of  funds 
for  Indian  education  while  -recognizing  Indian  treaty  obligations  and  the 
concept  of  Indian  Control  over  Indian  education* 

Commenting  on  the  Education  Amendments  of  1978  in  his  testimony  before 
the  Commission  on  the  Review  of  the  Federal  Impact  Aid  Program  on  May 
29,  1980,  Joseph  C.  Dupris,  Executive  Director  of  the  Coalition  of 
Indian  Controlled  School  Board,  stated: 

The  newest,  and  paradoxically,  the  oldest,  participant  in 
Indian  education  is  the  tribal  community.    It  is  clear  th'at 
the  r%eturn  5q£  control  oi[  Xfdiaiuedueation^fco  the  Indians  is 
-an  overriding  priority.     The'  manner   in  which   this  is  * 
carried  out  should  be  decided  by  the  tribal  governments  so  x 
'that  tribes  may  insure  their  continued  control.  ■  x 

*  * 
He  further  elaborated: 

...all  Federal  Indian  education  programs  should  be  directed 
toward  giving  Indian  communities  a  direct  legal  voice  in 
the  operation  of  their  own  schools.  We  feel  it  is  only 
through  this  legitimizing  force  of  the  Federal  Government 
that  a  voice  is  guaranteed  for  the  Indian  parents  and 
community  in  the  education  of  Indian  children. 

The  central  philosophy  of  the  Coalition  is  that  control  of 
one's  own  educational  system  is  *vital  to  the  development 
and  survival  of  American  Indians'. 

It  is  within  this  context  that  the  Commission  is  recommencing  that  there 
be  a  special  policy  in  the  Impact  Aid  Program  regarding  th;e  education  of 
Indian  children.  This  policy  is  a  reflection  of  the  uniques  relationship 
between  the  United  States  and  the  Indian  people  and  the  Obligations  of 
the  United  States  under  the  treaties  with  Indian  tribes. I  That  policy 
ought  not  be  either  in  favor  of,  or  opposed  to,  assimilation — for  deci- 
sion^ respecting  assimilation  should  be  made  by  the  Indian  Ipeople.  That 
policy  ought,  however ,  %  favor  enabling  the  Indian  people  to  perpetuate 
their  existence  as  a  national  heritage--a  heritage  which,  if  exhausted, 
can  never  be  renewed.  *  *  \ 
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^  -     ATTACHMENT  I 

i 

CHRONOLOGICAL'  LIST  OF  TREATIES  MADE  BETWEEN  INDIAN  TRIBES  AND  THE 
UNITED  STATES  GOVERNMENT  CONTAINING  EDUCATIONAL  PROVISIONS 


>  DATE 

'  ©XAAUTis 

|  ARTICLE 

Dec.  2,  1794 

Oneida,  et  al. 

7  Stat.  47 

3 

Aug.  13,  1803 

Kaskaskia  Tribe  * 

.  7  Stat.  78 

i  3 

Aug*  18,  1804 

Delaware  Tribe 

7  Stat.  81 

 N  2 

.Oct4.  18,  1820 

Choctaw  Nation 

7  Stat.  210 

7,8  - 

Aug.  29,  1821 

Ottawa,  et  al. 

7  Stat.  213 

4 

Sept.  18,  1823 

The  Florida  Tribes  of  Indians 

7  Stat.  224 

6 

Jan.  '20,  1825 

Choctaw  Nation 

7  Stat.  234 

2  „ 

Feb.  12,  1825 

Creek  Nation 

7  Stat.  237 

7 

June  2,  1825 

Great  *  Little  Osage  Tribes 

7  Stat.  240 

6 

June  3,  1825 

Kansas  Nation 

7  Stat.  244 

4,5  ' 

Aup.  5,  1826 

Chippewa  Tribe 

7  Stat.  290 

6 

'Oct.  T6,  1826 

Potawatomi  Tribe 

7  Stat.  295  , 

3 

Oct.  23,  1826 

Miami  Tribe 

7  Stat.  300 

6 

Aug.  1 1  1827 

Chippewa,  et  al-. 

7  Stat.  303 

5 

Nov.  15,  1827 

Creek  Nation 

7  Stat.  307 

May  6,  182a 

I  Cherokee  Nation                 "  * 

1  Stat.  311 

5 

Sept.  20,  1828 

Potaw&tcmi  Tribe 

7  Stat.  317 

2 

Sept.  24,  1829 

Delaware  Nation  * 

7  Stat.  327 

* 

July  15,  1830 

Confederated  Tribes  of  Sacs,  et  al. 

7  Stat.  328 

5 

Sept.  27,  1830 

Choctaw  Nation 

7  Stat.  333 

20 

Feb.  8,  1831 

Menomonee  Tribe 

7  Stat.  342  * 

4,5 

Mar.  24,  1832 

Creek  Tribe 

7  Stat.  366 

13 

May  9,  1-832  - 

Seminole  Irrciians 

7  Stat.  368 

4 

Sept.  15,  1832 

Winnebago  Nation 

7  Stat.  370 

4 

Oct.  24.  1832 

7  Stat.  391 

7 

Oct*  27,  1832 

PCtawatomis  of  Indiana  £  Michigan 

7  Stat.  399 

f  4 

Feb.  14,  1833 

Creek  Nation  ;* 

7  Stat.  417 

5 

May  13,  1833 

Quapaw  Indians 

7  Stat.  424 

Sept.  21,  1833 

United  Ban^s  of  Otoes  &  Missourias 

7  Stat.  429 

— 1 — 4 

Oct.  9,  1833 

Four  Confederated  Bands  of  Pawnees 

7  Stat.  448 

5 

May  24,  1834 

Chickasaw'  Nation 

7  Stat.  450 

2* 

DSC.  29,  1835 

Cherokee  Tribe 

7  Stat.'  478 

10,11 

Mar.  28,  1836 

Ottawa,  etal. 

7  Stat-.  491 

4* 

Sept.  17,  1836  ' 

Ioway  Tribe,  et  al.v 

7  Stat.  511 

3 

Oct.  15,  1836 

Otoes,  et  al. 

7  Stat.  524 

3 

Oct.  21,  1837 

Sacs  a  Foxes  of  Missouri 

7  Stat.  543 

2 

Oct.  .19,  1838 

Ioway  Tribe 

7  Stat.  568 

2 

Mar*  17,  1842 

Wyandot  Nation 

11  Stat.  581 

4  •■ 

Oot.  4,  -1842 

Chippewa  of  the  Mississippi 

7  Stat.  591 

4 

*    Supplemental  Articles. 
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DATE 

TREATY  WITH  THE 

STATUTE         1  'ARTICLE  1 

Oct.   11,  1842 

Sac,  et  -al# 

7  Stat.  596 

2  ( 

Jan,  4,  1845 

Creek,  et  al.  w 

9  Stat-  8?1 

4,0 

Jan.  14,  1846 

Kansas  Tribe 

May  15,  18.46 

Comanche,  et  al. 

9  Stat-  844 

f      1 J 

June  5,17,  1846 

Chippewas,  et  al. 

9  St-»t- 

7    Q La u .  OvJ 

O 

Oct.  13,  1846  . 

Winnebago  Tribe 

9  Stat.  -878 

4 

Aug.  2,  1847  J 

Chippewa  of  the  Mississippi 

9  Stat.  904 

3  • 

Oct.  18,  VGffi 

Menonsonee  Tribe 

9  Stat.  952 

4,5 

Apr.  1,  1850  • 

Wyandot  Tribe 

9  Stat.  987 

July  23,  1851 

Sisseton  &  Wahpeton  Bands  of-  Sioux 

10  Stat.  949 

.  4 

Aug.  5,  1851 

Mendewakanton  &  Wahpahoota  Bands 
of  Sioux  . 

10  Stat.  954* 

4 

Mar.  15,  1854 

Otoe,  et  al. 

10  Stat.  1038 

4 

Mar.  16,  1854 

Omaha  Tribe  4 

10  Stat.  1043 

4,13 

May  6,  1854 

Delaware  Tribe 

10  Stat.  1048 

5.7 

May  10,  1854 

United  Tribe  of  Shawnee  Indians 

10  Stat.  1053    I     3.6  _ 

May  12,  1854       Menomonee  Tribe 

Jw    QLaLi      1 wOn 

May  17,  1854 

Ioway  Tribe 

5,9 

May  18,  1854 

Kickapoo  Tribe 

10  Stat.  1078 

2 

May  30,  1854 

United  Tribes  of  Kaskaskia,  et  al. 

10  Stat.  1082 

7 

June  5,  1854 

Miami  Tribe 

10  Stat.  1093 

3,4,12,13! 

Sept.  30,  1854 

Chippewa  of  Lake  Superior  % 

10  Stat.  1109 

4 

Nov.  15,  1854 

Rogue  River  Tribe 

10  Stat.  1119 

2 

N&v.  18,  1854 
Nov.  29,  1854 

Quilsieton  &  Nahelta  Bands  of 
Chasta,  et  &1.  ^ 

10  Stat*  1122 

5 

Dec,  26,  1854  ' 

Umpqua,  et  al.  — j 
Nisqually, al. 

-10  Stat.  1125 
10  Stat.  1132 

3,6 
10 

Jan.  22,  1855 

Dwamish,  et  al. 

12  Stat.  927 

3,14  ! 

Willamette  Bands 

10  £tat.  1143 

2,3 

Jan.  26,  1855 

S'Klallams,  et  al.  , 

. 12  Stat.  933 

11 

Jan.  31,  1855 

Makah  Tribe 

12  Stat.  939 

11 

Feb.  22,  1855 

Mississippi,  et  al.  Bands  of 
Chippewa 

10  Stat.  1165 

'  3,4 

June*  9 ,  1855 

Yakama,  efc  al. 

12  Stat.  951 

5 

Jung  9,  1855 

Walla  tfalla,  et  al.         •  ^ 

12  Stat.  945 

2,4  | 

June  \H,  1855 

Nez  Pierce  Tribe 

12  Stat.  957 

June  22, \  1855 

Choctaw,  et  al. 

11  Stat.  611 

June  25,  1855' 

Tribes  of  Middle  Oregon    -  — 1 

12  Stat^963 

*  2,4 

July  1,  1855 

Quinaielt,  et  al. 

12  Stat.  971 

July  16,  1855 

Confederated  Tribe  of  Flathead, 

et  al/                       _  r 

12  Stat.  975 

July  31,  J855, 

Ottawa,  et  al. 

11  Stat.  621 

1,2 

Aug.  2,  1855 

Chippewa  Tribe  of  Sault  St.  Marie- 

11  Stat.  631 

Oct.  17,  1855 

Blackfoot,  et  al. 

U  Stat.  657 

10 

Dec..  21,  1855 

Molallalas  Tribe 

-12  Stat.  981 

2 

ERIC 
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DATE 

1                       TREATY  WITH  THE 

STATUTE        1  ARTICLE 

Feb.  5,  1856 

Stockbridge,  efal.  * 

11  Stat.  663    j  4,7,8 

Aug.  7,  1856 

Creek,  et  al. x 

11.  State  699    r  '5,7,8 

Sept.. 24 ,  1857 

Four  Confederate3~Bands  of  Pawnees 

11  Stat.  729    1  *  3 

Mar.  12/  1858 

Ponca  Tribe  * 

12  Stat.  997 

2 

Apr.  19 ,  1858 

Yancton  £ribe  of  Sioux 

11  Stat.  743 

4 

June  19,  1858 

Mendawakanton  &  ffahpahoota  Sands  . 
of  Sioux 

12  Stat.  1031 

5  . 

July  16r  1859 

Swan-  Creek  &  Black  River  Bands  of 
Chippewa,  et  al. 

12  Stat.  1105 

1,3 

Feb.  18,  1861 

.  Arapahoe,  et  al. 

12  Stat.  1163 

1  2 

Mar.  6,  1861 

t  Sac,  et  al.  » 

12  Stat.  1171 

I       5,6  . 

*  June  £4,  1862 

Ottawa  of  Blanchard's  Fork,  et  al. 

12  Stat.^1237 

!  .6 

June  28^  1862  ^= 

Kiekapoo  Nation 

13  Stat.  623* 

'  3 

Mar.  11,  1863 

Mississippi,  et  ,al.  Bands  of 
Chippewa 

12  Stat.  2149 

13 

June  9,  1863 

Hez  Pierce  Tribe  , 

14  Stat.  647    1  4.5 

Oct.  2,  i863' 

Red  Lake,  et  al.  Bands  of  Chippewa 

13  Stat.  667 

3 

May  7,  1864 

Mississippi,  et  al.  Bands  of  i 
Chippewa 

13  Sta,t.  693 

**9,13 

Oct.  14,  1864 

Klamath,  et  al. 

16  Stat,  707 

4.5 

Oct.  IB,  1864 

Saginaw,  et  al.  Sands  of  Chippewa 

14  Stat.  657    I  4 

Mar.  8,  1865 

Winnebago  Tribe 

14  Stat.  671  I 

4 

Aug.  12,  1865 

WolJtpahpe  Tribe  of  Snake  Indian's 

14  Stat.  683  \ 

7,8 

Sept.  29,  1865 

Great  S  Little  Osage  Tribes 

14  Stat.  687 

2,8 

Oct.  14,  1865 

Lower  Brule  Band  of  Sioux 

14  Stat.  699 

6 

Mar.  21,  1866 

Seminole  Tribe 

14  Stat.  755 

3 

Apr.  7,  1866 

Bois  Fort  Band  of  Chippewa 

14  Stat.  765 

3 

Apr.  28,  1866 

Choctaw,  et  al. 

14  Stat.  ^769 

9,21,46 

June  14,  1866 

Creek  Nation 

14  Stat.  785 

12,13 

Feb.  18,  1S67- 

Sac,  et  al. 

15  Stat.  495 

*9 

Feb.  19 ,  1867 

Slsseton  &  ffahpeton  Bands  of -Sioux 

15  Stat.  505 

6,7 

Feb.  23,  1867 

Senecas,  et  al.            *                    |  15  stat.  513 

10,19,24 

.Mar.  19,  1867 

Mississippi  Band  of  Chiooewas  ? 

16-Stat.  719  f 

3    .  1 

Oct.  21,  1867  i 

Kiowa,  et  al.                     -\  *~ 

15  Stat.  581    |  4,7,14 

Kiowa,  et  al.  ^ 

15  Stat.  589    j  2 

Oct.  28,  1867  1 

Cheyenne,  et  al. 

15  Stat.  593   j    4,7, 33 

Mar.  2,  1868- 

Ute  Tribe 

^  Stat.  619    r 4,8,10,15 

Apr.  29,  1868 

Sioux  Nation,  et  al. 

ITStat.  635    |  7,9,13 

May  7,  1868 

Crow  Tribe 

15  Stat.  649   f  3,7,10 

May  10,  1868 

Northern  Cheyenne,  et  al. 

15  Stat.  655    f  4,7 

June  1,  1868 

Navajo  Nation              .  1 

15  Stat,  667  4  3,6 

July  3,  1868     [Eastern  Band  of  Shoshone,  et*al.  I 

15  Stat.  673    |  3,7,10 

Aug.  13,  1868    | Nez  Pierce  Tribe  "] 

15  Stat*  -693    j         3  * 

Source:  The  Institute  for  the  Development  of  Indian  Law,  "A.Chronolbgi^ 
cal  List  of  Treaties  and  Agreements  Made  by  Indian  Tribes  with 
the  United  States"  {1973). 

/  - 
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%         Heavily  Impacted  School  Districts   '  ^ 

,  The  hearings  indicate  that  as  many"  as  500* local  educational  agencies  are 
so  dependent  upon  Impact  Aid  payments  that  a  major  reduction  i,n  those 
payments  would  result  in  the  closure  of  the£r  schools  otf  if  not  clo- 
sure, seriouF reductions  of  their  level  of  operation. 

.« 

In  the  case  of  heavily  impacted  school  districts  with  high  concentra- 
tions of  federally-connected  children,  the  special  educational  needs  of 
such  children  require  special  consideration. 

*  * 

The  majority  of  students  enrolled  £n  heavily  impacted  school  districts 
are  associated  with  military  installations,  with  a  large  number  of  mar- 
;  ried  personnel,  with  both  elementary  and  secondary  school-age  children. 

The  heavily  impacted  school  districts  have  a*  disproportionately  high 
number  of  students  whose  parents  are  highly  mobile  or  first  tour  person- 
nel. Since  there  is^a  concentration  of  military  children  enrolled  in 
heavily  impacted  schools,  the  problems  associated  with  a  fluctuating 
enrollment  are  compounded. 

A  heavily  impacted  school  has  to  have  a  flexible  curriculum  and  must  be 
better  staffed  them  other  local  educational  agencies  in  order  to  proper- 
ly s£rve  the  transient'  population  on  a  yearly  basis.  -  This  kind  of 
flexibility  and  staffing  to  accomodate  and  educate  military  dependent 
students  places  a  financial  burden  on  the  local  educational  agendy.  Pew 
V  would  contend  that  the  local  community  should,  bear :  the  Federal  Govern-;' 
.  * ment*s  share  of  the  obligation  and  the  ^cost'  to  educate  these  children 
in  attendance  at  ,the  schools  of  heavily  impacted  local  educational^ 
agencies.    *  *  ■  ^ 

"If  heavily  impacted  local  -educational  agencies  are  forced*  to  close,  the 
federally-connected  children  in  attendance  there  are  deprived  ofjk  free 
public  education,  unless  the  Federal  Government  operates  its  own  schools 
'for  them.  In. addition,  nonfederally-coitoected  children  attending  those 
schools  are  equally  deprived  of  a  free  public  education  if  they  close. 
For  this  reason,  it  can  be  contended  that  otherwise  nonf ederally- 
connected  children  attending  heavily  impacted  schools  are  federally- 
aff^ted  and,  therefore,  should  be  considered  the  subject  of'  some  Federal 
obligation* 

There  are  two  types  of  Ideal  educational  agencies  which  have  heavily 
impacted  school  districts?  (1)  those  having  a  high  percentage  of  fed- 
erally-connected children  in  attendaoce  at  their  schools,  and  (2)** those 
having  school  districts  in  which  the  Federal  Government  exempts  a 
substantial.portion  of  the  real  property  frcsn  local  taxation. 

Both  of  these  types  of  local*  educatipnal  agencies  need  special  consider- 
ation in  the  law.  Existing  law  regarding  local  educational  agencies 
'with  hrglf  percentages  of  federally-connected*  children  is  Clearly  ' 
inadequate  to  *meet  their  needs.  Existing  law  covering  the  latter 
situation  was  part  of  the  original  law  and  has  not  been  substantially 
modified, since. 

-  b 

The  Commission  has  -examined  the  need  for  special  provisions'  for  heavily 
impacted  school  districts.  *  '  ^ 


-311- 


Local  Educational  Agencies  Having  School  Districts  ir/which  the  Federal 
Government  Exempts  a  Substantial  Portion  of  Real  Property  from  Taxation. 
Whereas  section-  3  qf  the  law  compensates  16cal  educational  agencies  for 
the  cost  of  educating  children  associated  with  Federal  land,,  and  section 
4  was  intended  to 'compensate  local  educational  agencies  for  the  costs 
associated  with  rapidly  increasing  enrollments  caused  by  Federal  activi- 
ties, section  2  compensates  local  educational  agencies  for  the  mere 
presence  of  Fedeftal  property  within  the  boundaries  of  ^their  .school 
districts. 


Section  2(a)  of  Public  Law  874  presently  pro\ 
Where   the  Commissioner. .  .determines. .  .S 


ides: 

>any   fiscal  year. .. 


(1)  that  the  United  States  owns  Federal  prof^rty  in  the 
school  district  of  such  local  educatib\al  agency,  and  that 


such  property    (A)    has  been  acquired 
since  1938/ . . .an  assessed  value  aggregat 
more  of  the  assessed  value  offtall  real  pro; 
district   (similarly  determined 'as  of  time 

Federal  property  was  acquired) ;  and 

* 

(2)  that  such  acquisition  has  placed  a; 
continuing  burden  on  such  agency;  and 

(3)  that  agency  is  ngt  being  substantially 
the  loss  in  revenue  resulting  from  * sucft 
increases  in  revenue  accruing  to  the  agency 
on  of  Federal  activities... 


the  United"  States 
ig  10  per  cent  or 
>rty  in  the^school 
times  wheij  such 


substantial  and 

compensated  for 
acquisition  by 
fjrom  the  carrying 


tied  to  receive 
Commissioner,  is 


then  the  local  educational  agency  shall  be  ent 
...such,  amount  as,   in   the  judgment'  of  the  C 
"equal  'to  \he  .continuing  Federal  resppnsibilitv-  for  the  addi- 
tional  financial*  bur,den  with   respect   to  ^nirrtnt  expenditure 
placed,  on  such  agency  by  such  acquisition  v=^L' 


26V  The  major  amendments  to  section  2  of  Public  Liw  874'  occurred  in 
1953,   1958,  *and,  1968.     Each  of  these  amendments  defined  what 
payments,  Federal  or  otherwise,  may"  or  may  not  be  deducted  from  the 
amount  of  compensation  a  local  educational  ageicy  receives  under 
*    section  2* 


Public   Law   83-248    (August   8,"  1953)  Restricted 
^  deducted  f^cm  a  local  educational*  agency's  sect 
to  those  which  were  made^  specif  ically  ,for  the 
property  within  the  local  educational' agency. 

Public  Law.  85*6*20    {August  12,   1958)   excluded  payments 
the   Johnson-O'Malley.  Act   from  Federal  payments 
local  educational  agency's  section  2  payment. 


Federal  payments 
on  2  compensati6n 
Eederally-acquired 


made  under 
deducted   from  a 


Public  Law  90-247   (January  2,   1968)  femoved 
quirement    that   a   local  educational^  agency  not 
compensated  for  federally-acquired  property  thrcjugh 
payments.    However,  the  amendment  retained  the  reju 
local'  educational'agency's  revenues  not  be  increab 
Federal  activity  on  tfhe  federally-acquired  proper 


entirely  the  re- 
be  substantially 
other  Federal 
irement  that  the 
ed  as  a  result  of 


354: 
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Legislative  history  indicates  !  that  section  2  •  is'  "directed  toward  the 
situation  in  which  the  Federal .Government  has  imposed  a  substantial  and 
continuing  burden  on  a  local  educational  agency  py  acquiring* a  consider- 
able portion  of  all  real  p'roperty  in  the  school  district,/  thus -d^privi/ig 
\the  !<3><g|l  educational  agency  of  Ja  9pnsiderabie  portion  of  its  tax' 
base,*  *  -  v  J  * 

\  .  .  /     '  # 

Apparently,  the  Congress  did  ndt  intend  to  remedy  all  past  burdens,  but 

to  assist  only  those  local   educational  agencies   that  suffer  serious 

cur^gnt  losses  of  tax  revenue  because  of  activities  related  to  World  War 

II.  -  This   accounts   for-  the  limitation   in  section   2   to  cl.aimg  for 

.property  acquired  -by   the  Federal  Governm^PTt  since ;  1938,  Legisl4tivl 

history "reveals:  * 

/•  . 

•••that  the  major  problems  caused  by  Federal  acquisition  of 
property  occurred  'where  property  has  been  acquired  since 

1938.  The  beginning  of  the  defense  program  initiated  large 
Federal  acquisitions  of  property  whicte continued  throughout 
arid  since  the  war.  *  In  general,  localities  have  been  able 
to  adjust  themselves  to  acquisitions  t&at  occurred  before 

1939.  Likewise,   there   has   been   no  .increased  financial 
c       burden  where  the  property  at  present  6wned  by  the  Federal 

Government  was  acquired  by  exchange ' for  otKer  Federal 
property  in  ttfe  same  s<^i<39^L  district  which  the  United 
States  owned  before  1939.- — '  M  * 


The  section  2  provision  that  a  local 'educational  agency  can  make  a  claim 

for  payments  under  section  2  only  if  the  Federal  property  owned  const i- 
v  tutes  ten  percent  or  ilbre  of  the  assesed  value  of  all  real  property 
\j     {determined  at  th,e  time  of »  acquisition)   in  any  school  district  of  a 

local  educational  agency  was  established  because  the  Congress  considered 

that: 


...where  the  a§sfessed  value <of  the  property  removed  from 
'    the  tax  rolls  amounted  to  less  than  10  percent  of  the 
,  assesed  value  of  the  real  property  in  the  sch&ol*  district, 
'  the  financial  burden  imposed  by  such  removal  ^qO0*1  suffi- 
ciently great  #tp  warrant  Federal  assistance.*.- — ' 

The,  statute  also  provides  -that  a'  local  educational  agency  must  bear  4 
^substantial  and  continuing*  burden  because  of  Federal  acquisition  of 
land^   The  "Congress  intended  that  the  Commissioner  of  Education  make  a 


266/  H.R.  Rep.  No.  2287,  81st  Cong.,  2d  Sess.  7  (1950). 
267/  Opinion  of  the  General  Counsel,  Education  Division,  Department  of 
Health,  Education,  and  Welfare,  "Interpretation  of  section  2(c)  of 
Pub.  L.  81-874  (20  U.S.C.  237(c))11  2   (June  20,  1978)  [hereinafter 
cited, as  Opinion  of  the  Office  of  the  General  Counsel] . 
268/  H.R.  Rep.  No.  2287,  81st  Congk,  2d  SeSs..8  (1950). 
269/  Id. 
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'^determination   that    the,  burden  '  is   "substantial  continuing" ,  and 

provided  guidance  to  the  Commissioner  for  doing  sc^~2/  *  * 

In   determining  whether   a   particular   acquisition  has 
placed    a    "substantial    and   continuing    financial  burden" 
on  the  local  educational  agency  concerned, .the  Commissioner 
of  Education  may  consider  various  f  factors  indicating  the 
actual  current  effect  of  the  property  acquisition  upon  the 
local  agency  in  terms  of  its  ability,  with  the  sources  of     ^  , 
revenue  available  to  it,  to  meet  its  educational  costs,  and  , 
the  present  impact  of  the  acquisitions  on  its. costs  and  its 
ability  to  operate.     Thus,  the  Commissioner  would  compare 
school  enrollments  for  which  the  agency  is  currently  re- 
sponsible at  the  time  of  acquisition,  and  compare  revenues 
available   immediately   before  ^and   after    the,  acquisition. 
Decreases    in   school   enrollment,    or   decreases   in  school 
costs,  "or    increases   in   revenues   or   reliance  on  sources^ 
-   other  than  real-property  revenues  may  singly  or  in  combi- 


nation be  taken  into  consideration  in  determining  whether 

is  "substantial  and  continuing*. -=21/ 


the  financial  burden 


Section  2  also  requires  that  an  agency  cannot  receive  section  2  payments 
if  it  is  being  substantially  compensated .  by  other  payments  made  with 
respect  to  Federal  property^ 

[This],  is  intended  to  prevent  what  might  othe^ise  amount 
to  double  Federal  payments  for  substantially  the  same 
purpose.  The  activities  carried  on  with  respect  to  the 
acquired  property  have  resulted  in,  new  or  increased  reve- 
nues which  substantially  compensate  the  agency  for  the  loss 
in  revenue  resulting  from  the  acquisition.-^/ 
i 

Also  written  into  section  2  Is  a  poli<*y  of  neutrality -with  regard  for 
the  consolidation  of  school  districts.    Section  \2{c)  provides* 

Where  the  school  district  of  any  local  educational  agency 
shall  have  been  forfTed,  at  any  time  *af tef  1938  by  the 
,  consolidation  of  two  or  more  former  school  districts,  such 
agency  may  elect  (at  the  time  it  files  application..,)  for 
any  fiscal  year  to  have  {1)  the  eligibility  of  such  local 
educational  agency,  and  (2)  the  amount  which  such  agcmcy 
shall  be  entitled  to  receive,  determined  under  this  section  4 
*  only  with  respect  to  surfh  of  the  former  school  districts  as  , 
the  agency  shall  designate  in  such  election.—7 

270/ .Implicit  in  this  lafcguag^ ,*  of  course,  is  the  notion  that  "burden" 
cata  be* measured.  . 
•271/  H.R.  Rep.*No.  2287,  81st  Cong.,  2d  Sess.  8-9  (1950).' 
272/  IdV  9.  *     B  ^ 

273/  Act  of  September  30,  1950,  Pub.'L.  No.  874,  81st  Cong., ' 2d  Sess., 
S2{b)  2t>  U.S.C.A.  S237  {1974  &  Supp.  1978)   {original  version,  at  ch, 
*  .      1124,  64  Stat.  1102  {1950)).  '  « 
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V  .  . 

The  Congress  was  pursuing  two  policies  in  enacting  section  2(c):  (1)  to 
provide  equity  to  local  ^educational  agencies  that  \had  consolidated  sinqe 
1938  from  one.  o&  more  former- school  districts  which,  but'  for  consolida- 
tion, would  "have  been  entitled  to  assistance  un<i«r  section*  2  (a) ;  and, 
{21  in  the  opinion  of  the  Department,  to  promote  consolidation  o$  school 
districts.- — 'However,  the  legislative  history,  *which  appears,  to  con- 
tradict the  latter  contention,  is  as  follows:   _  ' 


The  eligibility  test  in  section  2, 'if  applied  to  an  entire 
'  school  district  which  has  been  formed  since  1938  by  conso- 
lidation of  two  or  more  school  districts,  wbqld voperate  in 
some  instances  to  render  the  district  ineligible  for  any 
Federal  payments  even.1  though,  had  the  "consolidation  not 
■taken  place,  one  or  more'  of  -the  consolidated  districts 
considered  alone'  would  operate  inequitably  as  respects" 
schools-district  reorganisations^- which  *toelt  place  in  the 
past,  but  it  also  might  tend  to  discourage  desirable 
school-district  consolidations  which  might  be  contemplated 
for  the  future.  In  harmony  with  the  committee's  desire 
tftat  Federal  payments  under  this  bill  insofar  as  possible 
not  influence  matters  of  internal  school  policy  such  as 
.  School-district  reorganization,  special  provision  has  been 
made  t  in  subsection  (c)  of  section  2  under  which,  in  the 
case  of  any  such  consolidation,  the  school  agency  concerned 
may  elect  to  have  its  eligibility  afld  .amount  of  payment 
determined  with  respect  ato  whichever  of  the  former  school 
districts  it  selects,  'instead  on  the  basis  of  the  consg^- 
dated,  school  district   as   a   whole,    [emphasis    added] — ~ 

The  major  amendments,  to  section  2  of  Public  Law  874  occur  red  in  1953, 
1958}  ^nd  .1968.  Each  of  these  amendments  defined  wh at  payment s>  Federal 
or  otherwis^,  may  or  may  not  be  deducted  from  the  amount  of  compensation 
a  local  eduqational  agency  receives  under  section  2. 

The  Administration  of  Section  2.  Any  local  educational  agency  seeking 
compensation  tinder  section  2  is  required  to  submit  to  the/Department 
data  wh^ch  is  used  tp  determine  whether  the  local  educational  agency. 
quaHiles  under  section  2  and,  if  so,  the  amount  of  compensation  to 
which  the  local  educational  agency  is  entitled.  The  qualifications  that 
a  lo$al  educational  agency  must  meet  are^outlined  in  the  statute. 
First,  real  property  in  the  school  district  of  the  local  Educational 
agency  must  have  been  acquired  by  the  Federal  Government  since  1938,  and 
Che  property  could  not  have  been  acquired  'thrqugh  an  exchange,  *of  proper- 
ty already  held  ^by  the  Federal  Government  before  1938.  Second,  the 
acquired  property  must  have  had  an  assessed  valuation  which  was  equal  to 
at  least  ten"  percent  of  the  assessed  valuation 'of  all  real  property  In 

274/  Opin-jon  of  the  Office  of  the  General  Counsely^supra  note  2*7,  at  3, 
275/  H.R.  Rep.  No.  2287,  81st  Cong.,  2d  Sess. -10/(1950)  • 
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the  school*  district  at  the  time  of '  acquisition.  This  information  is 
submitted  by  the  tax  assessor  for  the  school  district  on  a  standard 
form.  If  the  local  educational  agency  is  a  first-time  applicant  under 
section  2,  its  qualifying  isiformation  is  evaluated, 

*  _  i 

A  local  educational  agency. qualifies  for  section  2  payments  if  it  meets 
these  two  requirements.  Once  it  does  so,,  the  amount  of  entitlement  is 
determined  by  multiplying  the  assessed  valuation  of  the  section  2 
property  by  t-he  current  tax  rate  in  the  school  district.  Data  furnished 
by  the  Ideal  educational  agency  regarding  the  assessed  valuation  of  the 
■  Federal  property  should  correspond  to  determinations  maSe  by  ti*e  Depart- 
^ment.  In  addition  to  the  assessed'  valuation  data,  a  local  educational 
agency  must  submit  a  narrative  relating  any  special  circumstances  of  the 
Federal  holding,  budgetary  restrictions,  and  property  valuation  that  may 
warrant  special  consideration.  The  narrative  may  assist  in  settling  any 
discrepancies  between  the  information  provided  by  a  local  educational 
agenc^  and  that  dorapiled  by  the  Department.  .  « 

Section  2  payments  are  provided  to  a  local  educational  agency  as  budget- 
balancing  funds.  Therefore,  a  local  edupational  agency  can  only  receive 
the  amount  of  its  section  2  entitlement  needed  to  meet  current  expendi- 
tures. After  a  local  educational  agency  has  '  received  funds  from  air 
other  sources,  including  those  under  other  sections  of  Public  Law  874, 
the. local  educational  agency  will ^receive  the  portion  of  its  section  2 
entitlement  that  meets  its  budgetary  deficiency.  If  there  is  no  defi- 
ciency, the  local  educational  agency  recieves  no  section  2  funds;  in  any 
case,  payment  is  limited  to  the  amount  of  entitlement. 


nwukt 


In  determining  the  amount  of  payment,  the  Department  allows  a  local 
educational  agency  a  ten  percent  margin  over  its  actual  level  of  current 
expenditures.  This  margin  allows  for  any  miscalculations  or  increased 
costs  Jue  to  unforsepn  circ^tfmstances.  On  the  entitlement  computation 
form,  the  local  educational  agency  is  asked  to  provide  .its  total  current « 
expendi/tyres;  the  ten  percent  is  added  to  that*  amount.  The  local 
educational  agency  then  lists  available  funds:  the  opening  cash  balance, 
for  th^scur rent  year,,  sfate  funds,  section  3  payments  made  before  June 
30  of  the)  current  fiscal  year,  and  payments  received  with  respect  to 
Federal* property,  .including  Johnsorf-O'Malley  Funds, 

Then  ffi  local  educational  agency  must 'state  the  total  funds  needed  from 
prop^^y.tax  to  meet  current  expenditures.  This  a&ount  translates  into 
the  total  current  expenditures ' 4plus  ten  percent)  minus  alf  funds 
available  to  the, locaL  educational  agency  from  otfcer  sources.  Next,  the 
local  educational  Agency  gives  the  assessed  valuation  of  the  property  in 
the  school  district  in  the  current  year  and  the  assessed  valuation  of 
Federaiproperty-  in  the  local  Educational  agency^  Then  the  tax  rate 
requirf**- to  'balance  the  budget  ife  figured,  and  the  total  funds  needed 
from  property  taxes  is  divided  by  the  fotal  assessed  valuation*  of  all 
property  in  the  school  district, 

4-  •  .  • 
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The  Department  assumes  that  a  local  educational  agency  is  due  an  enti- 
tlement if  the  foregoing  eligiblity  requirements  are  met.  To  receive' 
funds,  a  local  educational  agency  must  "submit  its  assessed  valuation  of 
the  property  Required  and  an  open-ended  narrative  Substantiating  burden 
to  the  local  educational  agency.  No  guideline  is  provided  in  either  the 
program  regulations  or  the  application  on  how  the  local*  educational 
agency's  maximum  entitlement  is^to  be  determined.  Actually,  this 
maximum  is.simply  the  property,  tax  rate  multiplied"1^  the  value  of  the 
property.—'  ' 

The  problein'with  the  Department's  method  of  administration  is  that  it 
is  a  mechanical  determination:,  eligibility  for  payment  is  established  if 
the  assessed  valuation,  of  the  land  acquired  since  1938  at  the  time  of 
acquisition  amounts  to^ten  percent  of  the  assessed  valuation  of  the 
total  district  of  the  local  educational  agency.  This  satisfies  only  .two 
criteria  set  out  in  section  2.  The  Act  provides  three  additional 
criteria  that  a  local  educational  agency  must  meet  and  which  determine 
maximum  entitltement:  - 

•  the  financial  burden  must  be  substantial; 

•  the  financial  burden  must  be  continuing;  and  % 

•  the  revenue  that  would  have  been  derived  must  affect  the  amount 
available  to  the  local  educational  agency  for  , current  expenditures. 

Since  the  funding  criteria  in  §the  law  itself  fW  not  precisely  defined, 
section  2  could  provide  windfall  (or  a  shortfall)  in  payments  to  some 
applicants  inasmuch  as  actual  burden  is  not  measured  and  result  in 
inconsistent  program  administration  across  the  nation* 

Changes  in  finance  patterns  in  some  States  and  the  mechanical  method  of 
administration  used  by  the  Department  require  a  complete  reexamination 
of  f  section  2  in  light  of  conditions  which  have  changed  in  the  past 
thirty  years.  As  is  the  case  in  $ny  general  formula,  exceptions  must  be 
made  for  special  circumstances #  yet  even  those  exceptions  become  obso- 
lete or  so  encrusted  by  past  practice  that  they  «do  'not  serv£  their 
intended  Purposes,  Section  2  is  an  acknowledgement  that  the  Federal 
Government  has  an  obligation  to  nonf ede rally-connected  children  when  a 
Federal^&ctivity  is  such  a  burden  on  a  local  educational  agency  as~to 
threaten  the  adequacy  of  their  education. 


276/  See  Memorandum  to  Richard  Smith>  Executive  Director  of  the  Commis- 
sion, from  Bill  Rock,  consultant  to  the  Diversion  of  School  Assist- 
ance in  Federally-Affected  Areas,  regarding  "What  criteria,  if  any, 
should  be  used  to  determine  #the  maximum  entitlement  for  which  a 
Section  2  applicant  is  eligible?"  6  (Jan.. 16,  1980). 
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A  need  for  a,  continuation  of  an  exception  to  the  .general  rule  has  been 
demonstrated/.  However,  as  should  be  the  case  with  all  discretionary 
exceptions^  formula  exceptions,  great  care  should  be  taken- in -its  use 
to  insure  that  the  reason  for  its  existence  is  a  primary  concern  in  its 
administration.  « 

It  is  for  this  reason  the  Commission  believes  that  an  exception  for 
those  local  educational  agencies  having  school  districts  in  which  Fed- 
.  eral  property  constitutes  such  a  high  percentage  of  their  geographical 
area  should  be  continued.  That  it  seriously  impairs  their  ability  to 
provide  an  adequate  level  of  education  should  first  be  considered  under 
the  regular  formula  to  determine  whether  that  formula  is  adequate. 
Then,  if  it  does  not,  each  of  them  should  be  eligible  for  an  exception 
to  the  formula  which  the  individual  circumstances  of  the  local  educa- 
tional agency  would- be  considered  in  determining  an  entitlement.^  * 

Since  no  two  situations  are  identical,  criteria  set  out  in  the  law  for 
the  administration  must  be  flexible  enough  to  meet  all  situations. 
Arbitrary  numbers  and  absolute  dates  should  be  kept  to  a  minimum^-and 
subject  to  some  variation  in  order  to  carry  out  the  spirit  of  the 
exception. 

Local  Educational  Agencies  Having  A  High  Percentage  of  Federally-Con- 
nected Children  in  Attendance  At  Their  Schools.  Only  a  very  narrow, 
imperfect  provision  is  made  for  local  educational  agencies  -  having  high 
percentages  of  federally-connected  children  in,  attendance  at  their 
schools.  Sections.  3  (d)(1)  (A)  and  3(d)(2)(B)  of  Public  Law  874  give 
J  special  consideration  to  local  educational  agencies  having  enrollments 

of  20-  percent  "A"  children  and  those  having  enrollments  of  50  percent 
federally-connected  children,  respectively.-  Section  3(d)(2)(B)  does 
operate  to  increase  the  entitlements  of  eligible  local  educational 
agencies.  However,  its  purpose  has  been  defeated,  in  both  cases,  by  the 
reduction  provisions  in  the  payment  section  (section  5(c))  which  prevent 
those  agencys'  getting  their  full  entitlement.  This  problem"  is  avoided 
in  the  case  of  section  2  because  section  5(c)  guarantees  full  payment  of 
«ectjon  2  entitlements.  N-1 

The^problems  in  funding  entitlements  for  local  educational  agencies  with 
heavy  concentrations  of  federally-connected  children  has  not  been 
addressed,  heretofor,  as  a  problem  as  discrete  as,  and  involving  more 
children  than,  that  which  section  2  was  designed  to  solve. 

For  this  reason,  the  Commission  believes  that  the  concept  behind  section 
3(d)  (2)  (B)  .of  existing  law  (which  is  an  exception  from  the  regular 
formula)^  should  be  updated  and  jexpanded  to  include  the  so-called 
Super-A"  local  educational  agency  and  given  treatment  much  like  that 
recommended  for  the  section  2  exception  to  the  formula. 


3  ? )  i  j 
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Federally-Operated  Schools 

Section  6  schools— those  operated  directly  by  the  Federal  Government, 
when  no  local  educational  agency  is  able  to  provide  a  free  public 
education  to  children  residing  on  Federal  land— have  been  controversial 
for  many  years.  Representing  a  break  with  the  tradition  of  local 
control  of  educationl  section  6  schools  operate  in  special  circumstances 
where  children  connected  with  the  Federal  Government  would  not,  theoret- 
ically, receive  a  ffee  public  education  if  the  Federal  Government  ^did 
not  provide  it*  The  original  purpose  of  section  6,  as  expressed  in  the 
statute,  was  to  provide  an  education  for  federally-connected  children* 

(1)  if  -no  ta$  revenues  of  the  State  or  any  political  subdivision 
thereof  may  be  expended  for  the  free  public  education  of  such  chil- 
dren; or 

(2)  if  it  is  the  judgment  of  the  Commissioner,  after  he  has  consulted 
with  the  appropriate  State  educational  agency,  that  no  local  educa- 
tional agency  is  able  to  provide  suitable  free  public  education  for 
such  children. 

Legislative  history  of  the  original  section  6  noted  that  Federal  opera- 
tion of  public  schools  has  the  potential  to  allow  States^  and  local 
eduoational  agencies  *to  disclaim  responsibility  for  the  education  of 
certain  children,  and  thus:  to  shift  the  responsibility  and  cost  of  their 
education  to  the  Federal  Government.*  To  avoid  this,  the  Congress  en- 
couraged that  ~  — 

instead  of  shifting  responsibilities  for  education  to  the 
Federal  Government,  the  State  and  local  educational  agen- 
cies with  the  payments  provided  under  (Public  Law  874]  will 
find  ways  to  extend  their  systems  so  as  to -provide  for  the 
education  of  Federal  children  now  excluded.  ' 

Current  Section^feSchools*  There  are  23  section  6  schools  in  operation 
today.  Eleven  of  them  were  acquired  in  1952  from  various  Federal 
agencies  which  had  established  them  before  the  enactment  of  Public  Law 
8-74.    Those  11  are  located  in: 

Fort  Benning,  Georgia 
-Fort  Knoie,  Kentucky 

^fBrt  Campbell,  Kentucky  * 
West  PoiQt,  New  York 

Governor/ s  Island  Coast  Guard  Station,  New  York 
Fort  Bfagg,  North  Carolina 
Crater  Lake  National .Park,  Oregon 
Antilles  School  System,  Puerto  Rico 

(Fort  Buchanan,  RoosevelC  Roads,  Fort  Allen,  Coast  Guard  Station) 
Quantico,  Virginia  - 
Dahlgren  Naval  Weapons"  Center ,  Virginia 


277/    H.R.  Rep.  No.  2287,  81st  Cong.,  2d  Sess.  23  (1950)'. 
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The  other  12  section  6  schools  are  located  in: 

^fott  McClellan,  Alabama 
Fort'Rucker,  Alabama 

Maxwell  AFB,  Alabama  ,  * 

Dover  AFB,  Delaware 
Fort  Stewart,  Georgia 

Robins  AFB,  Georgia  * 
.  England  AFB,  Louisiana 
Hanscom  AFB,  Massachusetts  _  . 

Beaufort  Marine  Air  Station,  South  Carolina 
Fort  Jackson,  South  Carolina 
Myrtle  Beach  AFB,  South  Carolina 

In  fiscal  year  1980  these  schools  served  32,155  children  at  an  average 
per-pupil  cost  of  $2,184. 

Of  the  23  current  section  6  projects,  18  are  operated  by  the  military  on 
military  bases.  While  all  se*rve  elementary  students,  five  also  serve 
secondary  students.  Secondary  -students  who  reside  on  the  13  military 
bases  that  do  not  operate  high  schools  are  educated  by  the  ' nearest 
public  Ijigh  schools  of  local  educational  agencies  assisted  under  section 
3  of  Public  Law  874  and  by  State  and  local  resources.  In  these  cases, 
the  elementary  project  ^usually  includes  the  cost  of  transporting  the 
high  school  students  from  the  base  to  the  public  high  school. 

Four  projects  are  operated  by  agreement  xith  local  school  districts. 
Two  serve  children  residing  on  the  Hanscom  Air  Force  Base  in  Massachu- 
setts* The  children  who  reside  on  the  Dover  Air  Force  Base  in  Delaware 
are  educated  by  the  Caesar  Rodney  School  District  Zgjtfhich  the  base  is 
located.  The  full  cost  of  their  schooling  is  < provided  by  section  6. 
Children  residing  in  the  Crater  National  Park  in  Arizona  are  educated  by 
the  Klamath  Falls  Schools  District.  These  £hree  projects  are  fully 
funded  under  section  6. 

Section  6  payments  do  nCt  fully  fund  the  elementary  school  at  the  Coast 
Guard  Base  on  Governor's  Island,  New  York.  The  Hew  York  City  Public 
School  System,  which  operates  the  school,  pays  the  balance  of  the  cost, 
assisted  with  section  3  funds.  The  high  school  students  residing  on  the 
Island  are  transported  to  public  high  schools  in  Hew  York  City;  assist- 
ance is  also  provided  for,  them  under  section  3*  — 

nineteen  of  the  projects  funded  i!n  fiscal  year  1980  were  operated  by  the 
military.  Only  six  projects 1  were  necessary  because  current  State  laws 
prohibit  or  limit  the  ability  of  local  educational  agencies  to  operate 
schools  located  on  Federal  property.  The  projects  in  Alabama,  Georgia, 
Louisiana,  and  .South  Carolina  were  established  because  the  Secretary  of 
Health,  Education,  and  Welfare  determined,  in  1962,  that  no  lopal 
educational  agency  was  able  to  provide  suitable  frye  public  education 
for  the  oflFbase  children  because  of  the  segregation  issue  at  the  time. 
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A  variety  of  State  actions  have  forbidden  the  expenditure  of  fund^  for 
the  education  of  children  residing  on  Federal  property  or  have  prevented 
a  local  educational  agency  from  operating  an  on-base-  school.  In  Ken- 
tucky, State  prohibits  the  expenditure  of  funds  for  the  education  of 
children  residing  on  Federal  property.  State  Attorneys  General  opinions 
rendered  in  Kentucky,  Georgia,  and  North  Carolina  have  ruled  that  those 
States  cannot  spend  State  or^local  funds  for  children  who  live  on 
Federal  property*  The  original  piece  of  land  ceded  .by  the  State  of  New 
Ydrk  to  the  Federal  Government  to  become  West  Point  is  not  cons£der<*d 
part  of  *the  State  of  New  York.  Thus,  under  State  law,  children  residing 
•there  need  not  be  provided  a  free  public  education.  Under  Oregon  law, 
no  school  district  Is  required  to  provide  free  public  education  to 
children  residing  in  the  National  Park  at  Crater  Lake.  A  Delaware  State 
law  prohibits  the  expenditure  of  State  and  local  funds  for  the  education 
of  children^ residing  on  tax-exempt  Federal  property 

Elementary  schoolchildren  residing  on  Banscom  Field  in  Massachusetts  are 
educated  in  a  section  6  school  because  the  Lincoln  School  District 
refuses  to  accept  financial  responsibility  for  their  education,  an 
action  specifically  allowed  under  Massachusetts  law.  While  elementary 
students  attend  a  section  6  school  operated  by  the  Lincoln  School 
District,  high  school  children  residing-  on  Hanscom  Field  are  educated  by 
the  Bedford  School  District,  which  is  willing  t9  pay  for  their  education 
using  local  resources,  payments  under  section  3  of  Public  Law  874/  and 
State  aid. 

Transfer  of  Section  6  Schools.  It  has  been  suggested  that  the  operation 
of  section  6  schools  might  be  transferred  to  the  State  in  which  that 
school  is  located.  Such  a  transfer,  sane  have  argued,  would  violate  the 
longstanding  principle  that  the  Federal  Government  cannot  dictate  to 
States  how  the  States  handle  public  education.  It  has  been  said  that 
such  a  policy,  if  adopted  by  the  Impact  Aid  Commission,  would  violate 
the  Commissions  own  policy  of  promoting  Federal  neutrality  under  State 
and  local  laws. 

Some  have  .asserted  that  section  6  schools  should  be  transferred  to  the 
local  educational  agency  nearest  the  section  6  school.  Twenty-two  of 
the  23  section  6  schools  have  a  local  educational  agency  nearby  which 
could,  2<^mceivably,  take  over  operation  of  the  federally-operated 
school .   m 

Many  oppose  such  a  transfer.  Pointing  out  that  transferring  section  6 
schools  to  local  educational  agencies  puts  still  another  burden  on 
schools  plagued  with  budgetary  problems,  supporters  of  section  6  schools 

278/  SAFA  Director  William  Stormer  stated  in  the  July  17  meeting  in 
Chicago,  Illinois  that  "With  the  exception  of  the  Puerto  Rican 
arrangement,  there  are  local  educational  agencies  adjacent  to  [each 
section  6  school]  that  vary^in  quality  from  high  to  low,*  Tran- 
script of  Meeting  of  the  Commission  on  the  Review  of  th#  Federal 
Impact  Aid  Program,  Chicago  Illinois  206  (July  17,  1980}. 
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argue  that  some  local  educational  agencies  near  section  6  schools  are  of 
insufficient  quality  to  satisfy  the  needs  of  the  federally-connected 
student, 

\ 

In  fact,  there  is  a  presumption  written  into  the  law,  added  by  amendment 
in  1955,  that  no  local  educational  agency  near  an  Army,  Navy,  Marine,  or 
Air  Force  installation  is  capable  of  providing  a  suitable  public  educa- 
tion for  children  residing  there  until  the  Commissioner  and  the  Secre- 
cy of  the  Military  Department  concerned  determine  jointly,  after 
consulting  with  the  appropriate  State  education  agency,  that  a  local 
educational  agency  can  provide  a  suitable  free  education  for  those 
children. 


According  to  section  6  legislative  history,  the  purpose  of  this  provi- 
sion was: 


to  insure  that  schools  provided  under  this  section  shall 
not  be  closed  without  thorough  and  careful  consideration  of 
all  factors  affecting  the  children  concerned 

The  needs  of  children  who  attend  section  6  schools  are  paramount  in  the 
minds  of  those  who  support  maintaining  section  6  schools  as  they  are 
today.  'Section  6  schools  "belong  to  the  parents  and  the  children  they 
serve,"  it  is  said.  Those  military  parents  deserve  to  be  confident  that 
wherever  they  go,  there  will  be  a  suitable  school  for  their  children. 
Transferring  section  6  schools  to  States  or  locfil  educational  agencies 
will  undermine  that  confidence,  placing  the  education  of  military 
dependents  at  a  low  priority  at  the  same  time  that  evidence  shows  the 
military   is    increasingly  needful   of   special   services   and  treatment. 

It  is  not  clear  that  the  needs  of  children  currently  served  by  section  6w. 
schools  could  be  met  if  local  educational  agencies,  which  would  become^* 
heavily  impacted  districts  by  doing  so,  were  to  take  over  operation  of 


279/  S.  Rep  .-Mb.  871,  84th  Cong,,  1st  Sess.  1-2  (1955).  This  amendment 
was  at  least  in  part  a  response  to  a  decision, by  the  Commissioner 
of'TSducation  to  <£pse  the  section  6  high  school  on  the  Marine  Corps 
base  at  Quantico,  Virginia.  *  Concerned  that  the  Commissioner's 
decision  was  based  on  "a  narrow  interpretation  of  the  present  law," 
the  Congress  required  decisions  to  close  a  school  be  made  jointly 
'  by  the  Commissioner  of  Education  and  the  Secretary  of  the  military 
department  concerned  in  order  to  — 

♦    insure  that  those  most  vitilly  concerned  with  a  school 
j    m  closing  will  be'  afforded  proper  representation,  and  con- 
sideration before  the  decision  -is  made  to  close  their 
schools,    and.*.. avoid   any   possibility   of  arbitrary  and 
\        unilateral  action  by  the  Commissioner  of  Education..,, 
r-s. — IS.  iep.   No.   871,  44th  Cong.,   1st  Sess.   3  (1955).) 


/ 
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section  6  school^.  Those  agencies  would  then  have  to  rely  on  section  3 
Impact  Aid  funds  for  their  successful  operation,  without  benefiting  from 
the  full  funding  guaranteed  to  section  6  schools* 

What  is  the  validity  of  these  arguments,  given  the  original  purposes  for 
which  section  6  -was  enacted,  the  facts  under  which  section  6  operated  in 
1950,  qhanges  in  section  6  since  1950,  and  the  facts  as  they  are  today? 
What  follows  is  an  analysis  of  the  policy  which  a  commitment  to  Federal 
neutrality  may  require  and  a  look  at  a  rationale  for  section  6  schools 
which  some  say  is  outmoded  'today* 

a)  Federal  Neutrality  in  Education 


Intr 


oduction.     It  is  a  longstanding  general  rule  that  the  Federal 


Government  shall  not  interfere  with  local  operation  of  public  schools. 
This  principle  is  embodied  in  the  general  provisions  title  of  the  Impact 
Aid  statute,  by  amendment  in  1978.     Section  432  of  that  title  reads: 

No  provision  of  any  applicable  program  shall  be  construed 
to  authorize  any  department,  agency,  officer,  or  employee 
of  the  United  States  to  exercise  any  direction,  supervi- 
sion, or  control  over  the  selection  of  ^library  resources, 
textbooks,  or  printed  or  published  instructional 'mater ials 
by  any  educational  institution  or  schooT  system,  or  to 
require  tftfe  assignment  or  transportation  of  ^tudents  or 
teachers  in  order  to  overcome  racial  imbalance.  ' 

\  c 

Impact  Aid  and  Neutrality.  Thus  general  provisions  of  the  Impact  Aid 
statute  ensure  Federal  neutrality  in  education.  Furthermore,  section  6 
itself  was  amended  in  1953  by  Public  Law  83-248  to  provide  that  in 
administering  section  6,  the  Commissioner  shall  ncjt  exercise  anyfdisqre- 
tion,  \ supervision,  or  control  over  personnel,  curriculum,  or  instruc- 
tional programs.  Legislative  m  history  reveals  that  the  amendment  was 
designed  to:  ^  * 

re\ider  its  impossible  for  the  Office  of_  Education  to  take 
an^  steps  Hn  the  direction  of  actual  school  operation  or 
control  over  school  curriculum  or  programs  of  instruction. 
.  ..\The  amendment  precludes  the  Commissioner  from  control- 
ling^ the  personnel,  curriculum,  or  progjfam-of  ir^truqjusn 
of  any  [section  ■  6  school,]  instead  making  the  local  edu- 
cational agency  or  other  Federal  agency^  providing . the 
education  responsible  for  such  matters  and  foe  seeing  to  it 
that  $he  education  provided  i^cpraparabie  to  that  provided 


in  comparable  communities, .   •  -  \^ 


280/  Act  of  \September  30,  1959,  Pub.  L.  No.  874, -81st  Cong.,  2d  Sess., 
§432,  a^  amended  {original  version  at^ch.  1124,  64  Stat.  1107 
(1950)).\ 

281/    H.R.  Re^.  No.  708,  83rd  Cong.,  1st  Sess.  7  (1953). 
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Finally/  the  Impact  Aid  Commission  Has  confirmed  its  commitment  to 
Federal  neutrality  under  State  and  local  laws  in  its  Interim  Bsport,  and 
Policy  Findings  Upon  which  Recommendations  can  Be  Developed^!? 

Neutrality  and  Section  6.  It  is  agreed  that  the  Federal  Government 
should  be  neutral  and  not  dictate  education  policies  to  State  and  local 
governments.    Does  neutrality  require,  then,  that  (the  Federal  Government 


eutrality  require  that 


continue  to  operate  section  6  schools?  Or  does  rL*^^^  w,ai. 
the  Federal  Government  transfer  operation  of* section  6  schools  to  State 
and  local  educational  agencies'? 


enacted  originally  to 
c  schools  for  .children 
evenues  could  be  spent 
n  the   judgment   of  the 


It  has  already  been  noted  that  section  6  wa$ 
authorise  the  Federal  Government  to  operate  publ 
residing  on  Federal  land  O)  when  no  State  tax  : 
for   their   free  public  education  or    {2}   when  i 

Commissioner,  no  local  educational  agency  could  provide  suitable  free 
public  education  for  them.  The  original  law  stipulated  that  the 
federally-provided  education  was  to  be  comparable  ta  the  public  educa- 
tion provided  in  comparable  communities  in  the  St  ate  .222r 

Historically  and  analytically,  section'  6  schoois  are  appropriate  When 
State  law  expressly  prohibits  the  State  or  a  lbcal  educational  agency 
from  providing  a  fr£e  public  education  for  children  residing  on  Federal 
property  or  when  the  nature  o£  the  Federal  jurisdiction  over  federally- 
owned  land — usually  exclusive  jurisdiction— means  that  property  is  not 
legally  part  of  the  State  in  which  it  is  physically  located,  property 
■under  the  exclusive  jurisdiction  af  the  Federal  Government  is,  of 
course,  tax-exempt.  In  addition,  children  residing  on  that  property 'are 
not  legal  residents  of  the  State  and,  under  cost  State  laws,  do  not- 
benefit  from  a  compulsory  education  law,  Under  this  analysis,  it  seems 
Federal  neutrality  requires  direct  Federal  operation  of  schools  for 
federally-connected  children  which  the*  State  refuses  to  educate. 
Otherwise,    it  might  be  argued  that  the  Federal  Government  interferes 


1*1/     Interim  Report  of  the  Commission  on  the  Review  of  the  Federal  Im- 


pact  Aid  program    5    {April    22,    1980);    Pojlicy  Findings  Upon  Which 


Recommendations  Can  Be  Developed  12  (July  1[7,  1980), 
283/  Section  6  was  amended  in  J953  by  Public  Lav  83-248  to  provide  that 
when  the  Federal  Governafnt  provides  public  education  for  feder- 
ally-connected students  outside  the  continental  Onited  States,  that 
education  is  to  be  comparable  with  public  education  provided  in  the 
schools  of  the  District  of  Columbia,  That  Amendment  to  public  Law 
874  also  provided  th«t  personnel  for  section!  6  schools  may  be  hired 
without  regard  for  civil  service  laws  and  \  broadened  the  Commis- 
sioners authority  to  establish  section  6  1  schools,  to  allow  the 
>  Commissioner  to  provide  for  the4  education  a£  children  of  Federal 
employees  residing  on  property  adjacent  to  Federal  land.  There  was 
a  special  concern  in  1953  with  children  resting  in  Puerto  Rico, 
where  the  language  of  instruction  in  local  schools  is  not  English. 
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with  State  sovereignty  either  by  (1)  requiring  the  State  to  educate 
children  its  laws  allow  it  to  refuse  to  educate  or  (2)  by  dictating  that 
a  school  be  operated  where  there  is  insufficient  taxable  property  to 
support  it.  "  j 

It  is  uncertain  whether  section  6  schools  could  be  transferred  to  States 
in  a  manner  which  preserves  State  sovereignty  and  ensures  Federal 
neutrality.  Possibly,  the  transfer  could  be  made  pursuant  to  an  agree- 
ment to  which  the  State  gives  its  full,  informed  consent.  Also,  when 
therje  is  no^  taxable  property  for  support  of  locally-run  o$  State- 
operated  schools,  Federal  compensation  could  be  guaranteed  pursuant  to 
agreement  between  a  State'  and  the  Federal  Government  independent  of 
annual'  appropriations. 

Evidence  before  the  Commission  does  not  support  the  conclusion  that 
these  requirements  can  be  met-.  Thus  the  Commission  asserts  that  Federal 
neutrality  does  not  require  transfer  of  section  6  schools  to  the  States 
or  localities.  Further,  Federal  neutrality  does  require  some  guarantees 
whieh  it  is  not  clear  can  be  met. 

Problems  with  Section  6  Schools.  Some  have  argued  there  are  problems 
with  Federal  operation  of  section  6  schools  which  would^ggaise  the 
presumption  that  those  schools  should  be  transf  erred^to  States  or 
localities*  For  example,  it"  has  been  argued  that  tffe  very  provisioif 
prohibiting  Federal  interference  with  local  education  matters  hamstrings 
the  Education  Department  in  its  attempts  to  live  up  to  other,  equally 
binding  provisions  of  the  laws-  that  the  Commissioner  ensure  efficient 
expenditures  and  the  provision  of  a  comparable  education. 

Quality  of  Education,  Efficient  Expenditures.     The  1978  Education 

Amendments  added  this  provision  to  Public  Law  874: 

1 

...The  Commissioner  shall  ensure  that  fynds  provided  under 
[section  6]  are  expended  in  an  efficient  manner,  and  shall 
#  require  an  accounting  of  funds  by  such  agency  at  least  on 
an  annual  basis.  The  Commissioner  shall  further  be  provid- 
ed with  data  relating  to  the  quality  and  tyoe  .of  education 
provided  to  such  children  under  [section  6] .  ' 

Legislative  history  of  this  addition  to  the  statute  Reveals  congression- 
al interest  in  *bring[ing]  about  ro^g/ accountability  for^the  funding  and 
operation  of  [section  6]  schools.*  

Some  have  argued  that  the  Department  cannot  exert  sufficient  oversight 
.  over   section  6   Schools   to   satisfy  legislative  requirements  that  the 
Commissioner  ensure  efficient  expenditures  and  the  provision  of  a 


^284/  Act  of  September  30,   1950,  Pub.  L.  No.  874,  81st  Cong.,  2d  Sess., 
S6(d),  20  U._S_»C.A».S241  (d)   (Supp.  1978). 
2S5A -Brftr- Kep~No.  95-1137,  95th  Cong. ,  2d.  Sess.  108  1 1978} . 
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comparable  eduqation.  The  Commission  disagrees  f#ith  these  criticisms. 
The^  Department  does  not  collect  data  that  relates  directlyto  the 
quality  of  education  or  visit  schools  to  determiii  the  quality  and  type 
of  educational  program  offered.  The  Education  Department  does,  however, 
require  that  section  6  schools  keep  pupil-accountkng  records  of  attend^ 
ance,  membership,  and  residence  similar  to  those  prescribed  by  the  State' 
of  location,  or  by  the  District  of  Columbia,  whichever  is  applicable. 
At  the  end  of  each  quarter  of  the  fiscal  year,  the  operating  agency  is 
also  required  to  submit  a  report  to  the  Commissioner  on  membership, 
average  daily  attendance,  and  expenditures.  The 
the  final  ^report  for  the  fiscal  year.  This  final 
a  field  survey  report,  is  the  basis  upon  which  , 
Department  further  requires  that  section  6  school s 


-  -    -  —  J  -S  —  «-  v  ▼  wuu 

gets^  in  the  event  of  decrease  or  increase  in  avdrage  daily  attendance 


If,   as  the   result  of  new  or  changed  condition^ 

average  daily  attendance  will  increase  above  an    _ 

budget  can  be  increased  by  the  Commissioner  pursuant  to  a  request  from 
the  operating  Federal  agency 


The  Letter  of  Proposal  submitted  by  a  Federal 
section  6  school  assures  the  Commissioner  that 
cost  will  provide  free  public  education  compar_„ 
children  in  comparable  communities  in  the  State, 
^agency  submits  data  from  five  comparable  local 
including  information  on  teachers1   salaries  and 
for  various  budget   items.     This  data  can  be 
quality  of  a  section  6  school's  program. 


Thus  considerable  data   is  available  to  the  Education  Department  from 


section  6  schools  regarding  expenditures,  enr 
matters.  An  excessively  high  per-pupil  cost  in  a 
catch   the   attention  of   the  Education  Departmen 


fourth  report  becomes 
'report,  together  with 
payment  is  made.  The 
s  adjust  approved  bud- 


it  is  evident  that 
estimated  figure,  the 


agency  to  establish  a 
tjhe  requested  per-pupil 
able  to  that  provided  for 
The  operating  Federal 
educational  agencies , 
per-pupil  expenditures 
u^ed  only  to  assess  the 


sllmen  t s ,  and  r  e la  t ed 
section  6  school  would 
This  goes  far  in 


enabling    the   Education   Department    to   ensure   efficient  expenditures. 

The  Education  Department  is  prevented  under  sectiori  6  from  *tak[ing]  any 
steps  in  the  direction  of  actual  school  operation  or  control  over  school 
curriculum  or  programs  of  instruction."  It  has  be<in  said  this  prevents 
the  Education  Department  from  ensuring  the  delivery  of  a  comparable 
education  in  section  6  schools.  I 

i 

!  > 
The  Education  Department  is  prevented  in  every  caste  from  interfering 
with  local  control  of  school  programs.  Criticizing \section  6  schools 
because  the  Education  Department  cannot  control  them\directly  measures 
section  '6  schools  by  a  different  standard  than  othet  schools.  That 
measurement  is  not  warranted.  In  the  same  way  that  the  Education 
Department  relics  on  the  good  faith  of  administrators  oA  schools  receiv- 
ing sections  2,  3,  and  4  money,  it  should  rely  on  the  good  faith  of 
commanders  operating  section  6  schools.  Ths  Commission  concludes  that 
criticisms  of  section  6  schools  on  the  grounds  that  it  ,is\ impossible  for 
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the  Education  Department  to  erisur^  g£f itfient  expenditures  and  the 
provision  of  a  comparable*  education  are,  hot •  warranted.  ^^TtiuST^thoiSe 
criticisms  do  not  support  the  assertion' that  section  6  schools*  sfiould  be 
transferred  to  State  and  local  educational  agencies*  \ 

Elective  School  Boards.  There  has  been  a*  recent  improvement  in  the 
administration  of  section  6  schools-.  Until  t3?8,  there  was  nothing  in 
th^  Impact  Aid  law  allowing  or  requiring  that  section  6  schools  -be. 
governed  by  an  elected  school  board.  Over  the  years,'  "school  commit- 
tees'1 have  advised  base  commanders  in  charge  "O^^ection  6  schools. 
Those  committees  could'  advise- only«7  nothing ^they,  decided  could  be 
binding. 


It  is  not  necessarily  so  that  a  military  officer  can  represent  the 
interests  of  military  parents;  it  is  less  likely  that  a  military  officer 
can  represent  the*  interests  of  civilian  parents.  The  unique  situation 
ii\  the  section  6  schools  on  Puerto  Rico — the  Antilles  Consolidated 
School  System—brought  this  problem  into  prominence  in  1978.  That 
school  system  is  run  by  the  Navy  in  buildings  loaned  by  the  Army.  The 
chief  admfWTstrative  officer  of  the  schcbl  system  in  1978  was  an  admir- 
al, who  *act(ed]  as  the- entire  school' board.*  ;Half  of  the  enrollment, 

however,  came  from  civilian  families.    At  %ne  school,  two-thirds  of  the 
enrollment  was  non-military. 

This  organizational  structure,   according  to  parents  registering  their 
concern  with  it,   "led  to  several  unsound  decisions  to  reduce  program  * 
Offerings  and  ancillary  services,  decisions  which  have  adversely  affect^ 
ed  the  quality  of  education  and  in  which  parents  have  had  no  input.*  


In  response  to  these  concerns,  the  Congress, 
to  require; 


in  1978£  amended  section  6 


The  Commissioner  shall  ensure  the  establishment  of  an 
elective  school  board  in  schools  assisted  under  this 
section.  Such  school  board  shall  be  composed  of  a  minimum 
of  three  members,  elected  by  the  parents  of  students  in 
attendance  at  such  school.  .The  Commissioner .f  shall, •  by 
regulation,  establish  procedures  for  carrying  out  such 
school    board   elections   as .  provided    in    this  subsectioA. 

A  school  board  establishetfdider  this  [subsection]  shall -be 
empowered  to  oversee  school  expenditures  and  operations, 
subject  to  audit  procedures  established  Commission- 
er, and  other  provisions  of  this  section. — - 


286/  H.R. 
287/  Xd, 


Rep.  No.  1137,  95th  Cong.,  2d  Sess.  1-07  {1978). 


288/  Act  of  September  30,  1950,  Pub.  L,  No,  874,  81st  Cong.,  2d  Sess.v 
SS6(g)    to   6(h),   20  U.S.C.A.   SS241?g)    to  241(h)    (Supp.  1978). 
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This  provision  is  an  attempt  to  guarantee  parent  participation , in 
aecision^raaking  in  section  6  schools,  ^he  influence  of  a  section  6 
board  can  never  resemble  that"of  a  standard  school  board,  ^section  6 
school  board  does  not  arguably  have  a  constituency,  it  does  not  answer 
to  a  taxpaying  electorate,  and  base  commanders  in  charge  of  section  6 
schools  af3  personally  liable  for  the  proper  expenditure  of  section  6 
funds,  which  they  receive  directly*  The  1978  amendment,  however,  is  at 
least  an  improvement  aver  the  previously  existing  situation.  In  fact, 
it  can  be  argued,  dissatisfaction  in  one  school  system — t;he  Puerto  Rican 
school  system~promp|ed  the  amendment*  Presumably  parents  at  other 
section  6  schools  are  not  dissatisfied  with  the  administration  of  their 
schools.  -That  being  the  case,  the  concern  that  section  6  school  boards 
cannot  truly  resemble  standard  schools* boards  is  a  minor  one* 

The  conclusion  is  warranted  that  Federal 'neutrality  does  not  require  the 
transfer  of  section  6  schools  to  local  educational  agencies.  Problems 
with  overseeing  section  6  schools  and  guaranteeing -parent  input  do  not 
suggest  It  is  necessary  for  local  educational  agencies  to  undertake  the 
-operation  of  section  6  schools.  It  is  unlikely— if  not  impossible—that 
an  orderly,  gradual  transfer  and  continued  funding  can  be  assured  so 
that   the   educational   needs   of   section   6   schoolchildren  can   be  met. 

b)  Desegregation 

Originally,  section  6  schools  were  established  whgn. State  law  prevented 
the  provision  of  a  suitable  free  public  education  for  children  residing^ 
On  Federal  land.  Section  was  amended  in  1960  to  allow  establishment* 
of  a  section  6  schpol  jksiprovide  education  for  children  of  members  of 
the  Armed  Forces  on  active  duty:  * 

•..if  the  schools  in  which  free  public  education  is  usually 
provided  for  such  children  are  made  unavailable  to  them  as 
a  result  of  official  action  by  State  or  local  governmental 
authority  and  it  is  the  judgment  of  the  Commissioner,  after 
he  has  consulted  with  the  appropriate  State  educational 
agency,  that  no  local  educational  agency  is  able  to  provide 
suitable   free  public  education   for   such  children.,..  .^27 

This  amendment  was  passed,  along  with  several  bills  concerning  civil 
rights  introduced  to  the  House  Committee  pn  the  Judiciary  in  1960,  "to 
provide  more  effective  means  to  enforce  the  civil  rights  of  persons 
within  the  jurisdiction  of  the  United  States. *~7The  specific  amend- 
ment to  section  6  was  designed  to  enable: 

289/  ASt  of  September  30,  1950,  Pub..  L*  No.  874,  -81st  Cong.*  2d*Sess., 
S6(a){2),  20wO.S.C.A.  5241(a)(2)   (1974  &  SuRp.  1978).  * 
290/  H.R.  Rep.  Ho.  956,  86th .Cong.,  1st  Sess.  1  (1960). 
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4  the  Fedejral 'Goverfjment  to  provide  for  the  education  of  all 
chjLldren^  of  members  pf  our  Armed  Forces,  whether  .they  -are 
or  are  not  residents  on^Federal  property,  when  public 
schools  have  been  closed  because  of 'desegregation  decisions, 
or  order s.^i7  *  >  *        '  .    *  . 

Over  half  of  the  section  6  projects  funded' in  fiscal  198(Kare  in  States 
which  formerly  operated  dual  school  systems,  *  Some  of  these  projects 
,  were  funded  initially  to  ensure  that  children  o%  parents  in  the'  Armed 
'Services  were  able  to  attend  unitary  schools. 

Wtfile  it  is  no  longer  possible  for  local  educational  agencies  to  operate 
segregated  schools,  .desegregation  litigation  continues  today.  Federal 
desegregation  orders  still  manda'te  school  closures.  Thus  the  existence 
of  section  6  schools  to  ensure  military  children  are  ab^.e  to  attend 
integrated  schools  is  not,  despite  desegregation  efforts,  entirely 
without  foundation  today. 

This  study  has  outlined  the  arguments  in  support  of  keeping  section  6 
schools  as  they  are  today.  Those  arguments  center  around  the  position 
that  Federal  neutrality  in  State  and  local  education  mattery  requires 
Federal  operation  of  section  6  schools,***  Supporters  of  section  6  schools 
also  point  out  that'  the  military  have  special  concerns  and  deserve 
assurances  that  their  children  will  be  educated  adequately,  wherever 
t&ey  are  transferred*  *  ' 

JThe  Commission  concludes  that  Fedexal  neutrality  does  not  require  the 
transfer  of  section  6  schools  to  State  ot  190a!  educational  agencies. 
Furthermore,  criticisms  of  the  operation  of. section.  6  schools — including 
Federal  oversight  in  ensuring  efficient  expenditures  and  the  provision 
of*  a  comparable  education,  in  section  6   schools — do  not  outweigh  the 

t  fundamental,*" interest  in  ensuring  that  the  educational  heeds  of  section^* 
schoolchildren  are  met,  *  . 


For  th«se  reasons,  £he  Commission  does  not  necommeh'd  transfer  of  section 
6fB£hools  to  State  or , local  educational  'agencies. 

 l^J  '  *  *  • 


291/  Id. 
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V,  SHOULD  LOCAL  EDUCATIONAL  AGENCIES  EDUCATING  CHILDREN  IN  ATTENDANCE  AT  ■ 
PUBLIC  SCHOOLS  BY  REASON  OP*  FEDERAL  LAW  OR  ACTIVITIES  BE,  COMPENSATED 
THEREFOR?  4 

The  Commission  is  charged'with  reviewing  and  evaluating  the  adrainistrV^ 
tion  and  operation  of/the  Impact,  Aid  Program.  As  part  of  that  review 
and  evaluation,  th^Commissioitf  specif icaULy-Jias  consider ed^the  equity  of 
fhe  present  funding  Strqctdfe — how  the  Federal ' Government  burdens 
localities  and-  whether* compensation  under  Impact  Aid  for  that  burden  is 
adequate  and  fairly  distributed. 

During  the  course  of  its  hearings,  "the  Commission  heard  testimony 
regarding  the  following  issues: 

p  *      ,  — », 

•  whether  local  educational   agencies  are  compensated  for.  the  in-, 
creased  costs  caused  by  sudden  and  substantial  enrollments  resulting 
from  Federal  activities;  m  „ 

•  whether   the  present  provisions  for  including  children  &m  Cuban 
refugees  should  be  expanded  ^to  include  other  refugees  and  children  x 
of  undocumented  aliens;  and 

•  whether  local  educational  agencies  "should  be  compensated  for  the % 
£  costs  they  incur  in  complying  with  Federal .  laws  and  regulations^ 
—       regarding  equality  o£  educational  opportunity. 

The  Federal  Government  imposes  burdens  on  school  districts  by  owning  " 
tax-exempt  land  and  by  increasing  enrollments  with  children  of  families 
who  live  or  work  on  Federal  land.  These  are  the  traditional  .Impact  Aid 
^revenue*  and "  3 service *  burdens. %  T?here  are,  other  burdens  'carried*  by 
local  educational  agencies  because  of  Federal*  mandates  or  Federal 
activities  not  covered  by  preseift  -law..  The  existence  of  tljese  addition- 
al impacts,  which  ate  traceable  to  federal  policies  or  activities', 
raises  th«  issue  tJafet  Impact  Aid  should  be  expanded  to  compensate, fof 
the  burden  .those  policies  and  activities,  impose. 

Section  4  of  Public  Law  874  currently  provides  for  parents  to*  local, 
educational  agencies  experiencing  sudden  and  substantial  increases  in 
enrollment  caused  by -increased  Federal  activities.  if  additional 
impact^  associated  with*  the  education  of^refugee  children  and  undocu- 
mented, aliens  and  the  costs  associated  with  compliance  with  Federal  laws 
*  and*  regulations  were  to  be  included  as  Federal "  activities  warranting 
compensation  under  the  Impact  Aid  Program,  section  4  is  the  appropriate 
place  in  ,the  law  to  provide  for  #such  assistance.   *  4  % 

Under  current  law,  sedtion  4  of  Public  Law  874  authorizes  payments  to 
loc£l  edycatiffial  sagencies  wl^ich  experience  an  increase  in.  enrollment 
amounting  to  five  percent  of  the  previous  year's  enrollment  as -a^result 
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of  Federal  activities,  v  if  that  agency  is  determined  to  be  making  a 
reasonable  tax  effort  and*  if^  the  Federal  activities  place  a ,  substantial 
and  continuing  financial  burden  on  that  agency.  ■ 

.    *  > 

The  amount  of  payment  to  which  the  agency  is  entitled  during  the  year  of 
the  increase  is  to  be  based  on  the  number  of  children  determined  to  have 
caused  the  increase  and  tHe  cost  per  child  necessary  to  provide  free 
public  education  for  those  children.  During  the  year  „  following  the 
increase,  an  eligible  agency  is  entitled  to  receive  50  percent  of  its 
first  year's  entitlement,  minus  the  amount  that  agency  is  eligible  to 
receive  for  those  chflSren  under  s^ectiori!  3. 

•  / 

Section  4  also  contains  provisions  for  adjustments  for  decreases  in 
federal  activities. 

Fiscal  year  1974  was  the  last  year  in  which  there  was  an  application 
approved  under  section  4.  r  For  several  years  previous  to  fiscal*  year 
1974,  only  small  numbers  of  a^plicationsdfeere  approved  under ^section  4. 

Since  1975,  section "4  has  been  funded  under  Tier  III  in  section  5(c) 
so  that  no- funds  have  been  available  ,for  section  4, 

Section  4  does  not  require  that  the  children  included  in  determining  an 
increase  resulting  from  Federal  activities  reside  on  Federal  property, 

^reisider  with  parents  working-  onr  Federal  . property ,  —or -be- -dependents-  of 
Federal  employees.  They  may  be  children  of  persons  working  for  a 
contractor  of  the  Federal  Government**  Section  4  was  enacted  because 
the  Congress  recognized  a  "clear  Federal  responsibility  to  assist  school 
districts  in  meeting  financial  problems  which  have  their  origin  in  the, 
impact  of  Federal  activities  on  a  local  community*  regardless  of  whether 

-  those  activities  are  associated  with  Federal  property  or  Federal  em- 
ployees. ,  * 

ction  4  rtay  be  considered  a  nullity  today  because  it  has  not  been  used 
for  several  years.  It  does,  however,  reflect  an  important  policy  with 
regard  to  situations  which  may  be  considered  the  logical  counterpart  of 
those  covered  by  .section  2.  f  Whereas,  section  2  provides  for  compensa- 
tion when  mere  acquisition  of  real  property  by  the  Federal.  Government — 
regardless  of  schoolchildren  associated  with  that  property—imposes  a 
burden,  section  4  provides  for  compensation  when  the  meri  presence  of  a 
child  in  school  as  the  result  of  Federal  activities — regardless  of 
property  ownership — constitutes  a  burden. 

Section  4  was  originally  enacted  to  cope  with  rapidly  growing  school 
enrollments,  a  problem  in  the  1950*s  and  1960's.  Enrollments  are 
now  declining;  therefore,  increases  resulting  from  Federal  activities, 
if  they  occur ,  are*  submerged  in  a  general  decline.  The  Commission 
has  heard   testimony   regarding   r^apid  increases  in  enrollment   in  local 
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educational  agencies  affected  by  industrial  uses  of  Federal  property  in 
the  West  to  obtain  energy  resources. -=£2/ Even  though  these  cases  are 
not  widespread,  they  alone  would  be  sufficient  reason  for  considering 
reactivating  the  operation  of  section  4. 

Also  important  is  evidence  that  Federal  laws  and  polices  are  imposing 
substantial  and  continuing  burdens  on  local  educational  agencies  for 
which  Sompensation  is  not  available.  Some  compensation  might  be  avail- 
able if  section  4  were  reactivated  and  modernized,  consistent  with  the 
original  policy  ■  underlying  section  4,  to  meet  needs  associated  with 
problems  of  the  1980 'a— specifically,  the  presence  of  large  numbers  of 
refugee  children  and  children  of  undocumented  aliens  in  public  schools  ~ 

Re  fucfee- Children 

The  Impact  Aid  law  provides  that  children  of  parents  meeting  the  defi- 
nition of  a  refugee  in  the  Migration  and  Refugee  Assistance  Act  of  1962 
are  considered  federally-connected'  children  for  purposes*  of  qualifying 
for  impact  Aid.  Section  2(b)(3)  of  that.  1962  act  limits  coverage  for 
assistance  to  "aliens  who'... because  of  persecution  or  fear  of  persecu- 
tion on  .account  of  race,  religion,  or  political  opinion,  fled  from  a 
nation  or  area  of  the- Western  Hemisphere."  In.  practice,  aliens  under 
the  1962  act  meant  Cuban  refugees  only.  Local •  educational  agencies 
are  eligible  for  Impact  Aid,  under  section  3  (b) ,  by  reason  of  having 
children  of  refugees  'enrolled.  A  stringent  eligibility  requirement, 
however,  limits  Impact  Aid  to  school  districts  whose  enrollment  is  at 
least  20  percent  Cuban  refugees. 

t 

There  may  be  some  statutory  authority^for  broadening  the  coverage  beyond 
Cul^an  refugee  children  under  the  Impact  Aid  law.  First,  the  term 
•refugee-  as  defined  in  section  ^  of  the  1975  Indochinese  Migration  and 
Refugee  Assistance  Act  provides  that;. 

The  term  'refugee1  as  defined  in  section  2(b)(3)  of  the 
Migration  and  Refugee  Act  of  1962s^. shall  be  deemed  to 
include  aliens  who. . . because  of  persecution  or  fedr  of 
persecution  on  account  of  race,  religion,  or  political 
opinion,  fled  from  Cambodia/  Vietnam,  or  .Laos.... 

293/  During  the  Commission  hearings  "JUnesses  testified  thaiV  the  energy* 
development  industry  often  lodftes  in  western  areas  U.e.*,  Utah, 
Wyoming,  Colorado)  witfc  extensile  Federal  ownership.  U^aliy  those 
areas  have  a  small  school  system  with  a.  tax  base  capable  of  sup- 
porting only  a  *small  system.  Employment  generated  by  the  industry 
can' create  havoc  for.  £  small  system,  bringing  large  numbers  of 
families  with  school-age-  children  to  .the  area.  Economic  benefits 
of  the  energy  indusrtrry  are  limited  because  the  industry  brings  many 
of  its  employees- with  it  to  the  area.  Local  employees  working  in 
support  positions  on  the  installation  are  often  paid  below,  market 
wages  because  the  facility  attracts  an  influx  of  job4 seekers. 
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¥hus  the  1962  Act  referred  to  in  Public  Law  874Cwas  amended  in  effect  by 
the  1975  law  so  that  the  definition  of  a  refugee  includes,  those  fleeing 
Vietnam,  Cambodia,  find  Laos*  ( 

9 

4  Secondly,  section  2  (a)  of  e  the  Indochinese  Act  of  1 975  provides  money 
authorized  under  that  act  be  available  for  the  "functions  set  forth  in 
the  Migration  and  Refugee  Assistance  Act  of  1962.^  Section  2{b)  of ' the 
1975  act  reads  that:  \ 

None  of  the  funds  authorized  to  be  appropriated  by  this  Act 
shall  be  available  for  the  performance  of  functions. . .q%her 
than  carrying  out  provisions  of  the  Migration  and  Refugee 
Assistance  Act  of  1962..." 

compensate  lt>cal  educational  agencies  for  the  presence  of  Indochinese 
refugee  children  enrolled. 

\ 

In  support  of  expanding  the  Impact  h^id  Program  to  Indochinese  refugees, 
one  witness  at  the  Seattle, ^Washing toft  hearing  testified  that: 

Impact  -Aid  has  'been  expanded  once  to  include  Cuban  refu- 
gees, one  criteria  being  that  they  had  to  constitiU^20 
percent  of  a  school  districts  population  It  also  seems 
appropriate    that    Southeast    Asian    refugees    be  included* 

It  is  j>Ltional  policy  which  gets  or  brings  them  or  allows 
them  to  come  _to  the  United  States*  As  this  Commission 
noted  in  its  Plan  of  Study,  "Impact  #Aid,  theoretically 
~ compensation  for  Federal  activities  burdening,  localities, 
seems  an  appropriate  vehicle  for  assisting  school  districts  . 
educatino  refifoee  children** 

It  is  difficult  for  the  local  school  districts  in  Washing- 
ton1 and  Oregon  to  cope  with  this  [influx  of  Indochinese 
refugees]  situation .  much  longer  without  more  assistance 
from  the  Federal  Government. 

As  a  philosophical  point,  inasmuch  as  these  children  are 
here  because  of  the  Government,  the  Government  shoqld  use 
whatever  funds  that  hav%  been  availaxus,  in  the  past  fbr 
similar  situations  and  apply  them  now* — —  * 

It  is  arguable  Ihat  the  2Jp#percent  eligibility  requirement— a  stringent 
and  not  entirely  -  reasonable  one~should  be  discontinued*  *  As  it  is', 
before  the  recent  'influx  of  Cubans  to  Miami,  only  two  school  districts — 
Onion  City  and  West  New  York,* Hew  Jersey—met  this  requirement, 

 :  ,  X 

294/  Transcript  of  Hearing'*  before  the  Commission  on  the  Review  of .  the 
Federal  Impact  Aid  Program,  Seattle,  Washington  148-155  (Mar.  7, 
1980) . 
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Responding  to  the  20  percent  eligibility  requirement,  a  representative 
from  World  Concern,  a  Christian  relief  and  development  agency -holding 
contracts  with  the  United  States  Government__and  responsible  for  the 
resettlement  of  Southeast .  Asian  refugees,  commented,  at  the  Seattle, 
Washington  hearing,  that:  ~ — 

There  has  been  sufficient  background  of  Indochinese  refu- 
gees as  far  as  to  the  inclusion  of  Indochinfese  refugees  - 
*    under   the  definitions  of  federally-connected.     World  — 
Concern  would  be  against  any  provision  regarding  an  arbi- 
trary percentage  that  the  refugees  constitute  of  a  school 
district's  population.     For  one  thing,  such  a  factor  does 
not  reflect  that  the  amount  of  money  needed  to  educate  a— 
child  with  a  multiplicity  of  problems—such  as  a  refugee- 
can  be  and  is  greater  than  the  normal  student7=l^ 

Additionally,  Frank  Loy,  Head  of  "the  Department  of  State's  Office  of 
Refugee  Programs,  testified  in  Washington,  d.C*,  t£at  if  impact  Aid  w$re 
to  cover  refugees,  the  20  percent  'requirements  high  and  considerate^ 
should  be  given  to^a  sensible  cut-off  point 


Section  4,  which  provides  for  compensation"  to  local  educational  agencies 
experiencing  s^den  and  substantial  increases  in  enrollments  because  of 
increased  Federal  activities  in  an  area,  can  fair ly~be  r^^tg^authorize 
compensation  to  local  _  educational  agencies  faced  suddenly  with  large 
numbers ^of  refugee  children.    Legislative  history  of  section  4  provides-: 

*    there  is  a  clear  Federal   responsibility  to  assist  school  ' 
districts   in  meeting   financial  problems   which  have  their 
origin  in  *he  impact  of  Federal  activities  on  a  local 
community*  ' 

<*  ' 
Giving  asylum  to  refugees,,  it  can  be  argued,  is  a  Federal  "activity** 
Mr*   Loy  spoke  to  this   point  at 'the  final  Washington,   D.C,  hearing: 

...In  large  part,  the  Federal  Government  must  pick  up  an 

important  part  of  the  tab  for  certain  services  that  these 

refugees  are  going  to  get  ia  the -first  years,  because  it  il 

too  big  a  burden  on  the   local  community  and   it  is  in  a 

sense,  in  essence,  a  Federal  problem,    [emphasis^  added ]^$? 


295/  Id.  15S. 

296/ ^  Transcript*  of  Hearing  before ^e  Commission  on\the  Review  of  the 
'Federal  Impact  Aid  Program,  Washington,  d.C   152   (May  29,  1980). 
297/  H.R.  Rep.  No.  2287,  8Ut  Cong.,  2d  Sess*  16  (1950)1 
298/  Transcript  of  Hear ing^S^f ore  the  Commission  on  the  Review  of  the 


Federal  Impact  Aid  ProgramJ^shington,  d.C.  141-42  (May^9,  1380). 
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Looking  closer  at  the  legislative  history,  section  4  is  addressed  to  the 
cases  in  which  "the  establishment  or  reactivation  of  a  large-scale 
Federal  activity  has  resulted  in  a  sudden  and  substantial  increase  in 
the  school  enrollments  gf  nearby  local  educational  agencies."  The  use 
of  the  word  "nearby*  implies  that  a  physical  installation  triggers 
section -4.  *  r 


But,   one  of 


the  reasons  Federal  compensation   isr  required,   the  House 
^s  that   "property  values  will  tag  behind"   the  need  for 
ues  frccn  taxes   to  support  the  newly-burdened  schools. 
Clearly,  refugees  bring  little  or  no  tax  base  to  a  locality. 


Report  says, 
increased  "rev 


At  the  San  Francisco,  California,,  hearing,  the  superintendent  represent- 
ing the  Long  Beach  Unified  School  District  mentioned  their  present 
situation  with  Indochinese  refugees  and  the  local  property  tax: 


One  of  the  basic  premises  of  Impact  Aid  has  been  Federal 
policy  that  places  si2eable  numbers  of  students  in  a  school 
district  without  any  sizeable  increases  in  ,local  ProPSS£X 
tax   base.      The   refugee   program  fits    this  category.  ' 


At  the  Chicago,  Illinois,  hearing,  a  superintendent  f*om  St.  Paul, 
Minnesota,  said  the  Indochinese  refugees  residing  in  low-rent  public 
housing  detract  from  the  local  property  tax  base  that  usually  pays  for 
the^sduc^tigtn  ofLsuch Children;     _         "  Mi* 

As  of  the  present,  St.  Paul  has  received  1,320  additional 
students  from  Southeast  Asian  families,  with  650  arriving 
tHis  school  year  alone.  Most  of  tThese  children.  Live  in  low 
rent  housing  units.  Most  of  them  come  without  knowledge  of 
English  and  most  of  them  come  with*  very  little  prior  formal, 
education.  Their  needs  are  significant  and  the  school 
district's  ^responsibility"  fo'provide  for  those  needs  is 
certainly  apparent. 

However.,  under  these  circumstances  there  is  a  Federal 
obligation  to  communities  and  school  districts  such  as  St. 
Paul  affected  by  the  non-taxable  status  of  federally  owned 
properties  within  their  jurisdiction,  affected  by  federally 
sponsored  low  rent  housing  units, ^ggd  affected  by  implemen- 
tation of  other  Federal  policies — ■ 

299/  Transcript  of  Hearing  before  the  Commission  on  the  Review  of  the 

Federal  Impact  Aid  Program,  San  Francisco,  California  79  (Apr.  22, 
1980),  ' 

300/  Transcript  of  Hearing  before  the  Commission  on  the  Review  of  the 

♦  Federal  Impact  Aid  Program,  Chicago,  Illinois  185  (Mar*  7,  1980). 

<*  * 
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The  House  Report* continues: 


The  resulting  financial  "difficulties  which  confront  such 
communities  are  traceable 'directly  to  the  advent  of  the 
federal  activity  and  it  is  entirely  just- that  the  Federal 
Government  take  some  reasonable  measures  to  help  finance  the 
school  systems  of  .  tHe '  affected  communities  for  a  limited' 
period  until... [the  community  caqL  finance  its  new  obliga- 
tions out  of  its  new  resources ■  . 

t 

11  4  *ct4vi*;ies  are  triggered  by  their  being  "traceable  directly 

to  the  advent  of  the  Federal  activity-  and  refugee  policy  can  be  con- 

SJ!'!?  %i  activity'  then  this  P^sage  supports  the  conclusion 

f^J^  1  V*  °overnoent  °u9ht  to  "help  finance  the  school  systems- 
affected  by  Federal  refugee  policy. 


Undocumented  Aliens 


The  arguments  for  inclusion  of  refugee  children  also  apply  to, expanding 
Impact  Aid  to  compensate  for  the  presence  of  children  of  undocumented 
aliens  in  public  jschoors.  it  can  be  argued  that  the  presence  of  undocu- 
mented aliens  in  a  school  is  "traceable  directly-  to  a  "Federal  activi- 
ty >     warranting  financial   assistance  under   section  4  of  Impact  Aid. 

..     i»Pact^id .traditionally  -compensates  -locat- educartrienal  agencies  for  the 
♦cost  of  educating  federally-connected  children.    It  is  both  supported  by 

the  law,  and  it  is  reasonable  to  argue  that  fairness  requires  inclusion      ,  X 
'  Md  P^ram  of  all  children  enrolled  because  of  Federal 

•activities.      The  case  can  be  made  that   the  presence  of  children  of 
.undocumented  aliens-who,  the  Commission  has  learned,  flood  some  schools 
in  Texas  and  other  states  on  the  southern  border  of  the  country— is- 
attributable  to  a  Federal  activity.      That  activity  is  the  selective 
enforcement  of  the  immigration  laws  of  the -United  States.   -  «  i 

.1  .  .  ( 

The  Federal  Government  has  an  immigration  policy  which,  while  designed 
to  prevent  the  entry  of  persons  across  the  southern  border,  is  difficult 
j  to  enforce  and  results  in  the  entry  of  undocumented  aliens-.  While  this 
is  not  an  affirmative  -Federal  policy-as  the  affirmative  decision  to 
allow  refugees  into  the  l^intry  is-the  result  in  schools  is  the  same: 

TJrt  <f  XJS'TT*  ^  '^bUC  3Cb001  enrollm^ts  of  children  for  whom 
there  is  little^,  if  any,  tax  base  to  support  their  education. 

•  further -support  for  the  proposition  that  undocumented  children 

<      A4  /^"i^onnected.-     The  o.S.  Justice  Department  has  taken  the 

°ff»  J, 10n~thr0U9h  an  amicus  curiae  brief— that  undocumented 
%     a^ea  °^^ren  haVS  3  constitutional  right  to  a  free  public  education  as 

other  children  have. 

'    ut/U^V  ?pa^a?nt   tobk  Position,  in  a'  case  currently  being 

litigated  in  Texas.    A  discussion  of  it  follows.        "  7 


fi.R.  Rep.  No.  2287,  81st  Cong*^  2d  Sess.  16 


(1950) 


37, 
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The    case    In  Re:  Alien  Children  Education  Litigation    came    before  the 
United  States  District  Cour^  for  the  Southern,  District  of  Texas  as3g§/ 
action  consolidated  by  the  Judicial  Panel  oC Multidistrict  Litigation 
of   several   lawsuits  against  xthe  State   of  Texas   and   State  educati^fi 
officials.     The  class  *  action  suit  challenged  'the .  validity  of  a  Texas 
^atute  which  prohibited  the,  use  of  a  State  fund  to.  educate  persons^jta 

are  not  citizens  dFtfie"  United  States  or  "legally  admitted  aliens,"  

(Tex.  Edpc*  Code  Ann.,  tit.  2,  $21,031.) 

The  plaintiffs   in  the  case  were  -a  class         schpolage  "undocumented" 

children,   their  parents,   and  the  'United  States.  'The  State  of  Texas 

and  the  Taxas  Education  Agency  tcere  named  as  defendants  or  were  granted 
*the  right  to  intervene  as -defendants.     The  Governor  of  Texas  and  the 
Commissioner   of   Education  later   added^  as  defendants  pursuant  to 

amendments  to  the  complaint.   ^ 

i  #  ^  —  • 

In  May  1975,  the  Texas  Legislature,  amended  the  Texas  Education  Code  to 

provide  in  pertinent  part:  __ 

(a)  All  children  who  are  citizens  of  the^United  States  or  * 
legally  admitted  aliens  and  who  are  over  the  age  of  five 
years  and  under   the  age  of  21  years  on  the  first  day  of 
-  September  of  any  scholastic  year  'shall  be  entitled  to  the 
benefits  of  any  Available  School  Fund  for   that  year. 


%h)  Evejcy  child  in  thii3  state  who  is  a  citizen  of  the 
United  States  or  a  legally  admitted  alien  and  who  is  over 
the  age  of  five  years*  and  not  over  the  age  of  21  years  on 
the  f^rst  day  of  September  of  the  year  in  which  the* admis- 
sion is  sought  shall  be  permitte'd  to.  attend  the  public  free 
schools  of  the  district  in  which  he  resides  or  in  which  his 
parent,  guardian,  or  the  "person  having  lawful  control  of 
him  resides  at  the  time  he  applies  for  admission. 


302/  The  Panel,  on  Novembef  IS*,  1979,  issued  an  Opinion  and  Order 
finding  that  the  claims  against  the  State  involved  common  questions 
of'  fact  and*  that  centralization  of  these  *  claims'1  in  the  Southern 
District  Court  of  Texas  for  coordinated  or  consolidated  pretrial 
\  proceedings  would  serve  the  convenience  of  the  parties  and  witnes- 

ses and  promote  the  jijst  and  efficient  conduct  of  the  litigation, 

303/  For  clarity,  the  district  court  referred  to  persons  who  are  not 
citizens  and  who  were  not  authorized  to  enter  the  country  as  "un- 
documented." 

304/  On  January  11,  1980,  the  United  States  filed  a  motion  to  intervene 
and  a  complaint-in-intervention  asserting  that  §21.031  violates -the 
equal  protection  clause  of  the  Fourteenth  Amendment.  By  order  of 
February  1,   1980,  the  court  granted  the  motion  to  intervene. 

305/  The  district  court  referred  to  the  defendants  collectively the 
State.**- 
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(c)  The  board  of  trustees  of  any  pubAc  free  school  dUN 
^  trict  of  this  state  shall  admit* into  the  public  free 
schools  of  the  district  free  of  tuition  all  persons  who  are 
either  citizens  of  the  United  States  or  legally  admitted 
aliens  and  who  are  over  five  *and  not  over  21  years  of  age 
at  the  beginning  of  the  scholastic  year  if  such  person  or 
his  l^irent, 'guardiaji  or  person  having  lawful  control 
resides  within  the  school  district,  ^ 

This  provision—section  21 .031— allows  local  Educational  agencies  to 
deny  undocumented  children  admission  or  to  admit  only  tuition-paying 
students.  In  ^effect,  it  excludes  undocumented  children  .from  school. 
The  statute  makes  a  classification  which  means  undocumented  cfail4ren  are 
treated  differently  by  the  public  schools  than  all*  other  children  are 
treated. 

In  July  1980,  District  Court  Judge  Woodrow  Seal  held  that  section  21.031 
violates  the  Equal- Protect  ion  Clause  of  the  Fourteenth  Amendment  to  the 
U.S.  Constitution.  The  court  forbade  .State  education  officials  from 
denying  free  public  education  to  any  otherwise  eligible  child  because  of 
the  child's  immigration  status. 

The  district  court  determined  that  section  21.031  was  subject  to  strict 
judicial  scrutiny  because: 

the  statute  absolutely  deprives  undocumented  children  of^ 
access  to  education  thereby  causing  th£m  great  harm;  therlT 
is  a  direct  and  substantial  relationship  between  education 
and  the  explicitly  guaranteed  right  to  exchange  ideas  and 
information;  and,  the  provision  of  education  is  not  a  1 
social  or  economic  policy  but  a  state  function.—' 

The  court  distinguished  San  Antonio  Ind.  School  Dist.  v.  Rodriguez,  411 
U.S.  1,  35  {1973),  in  which  the  Supreme  Court  refused  to  scrutinize  the 
Texas  education  financing  scheme  strictly  because  *  [e] ducat ion. is  not 
among  the  rights  afforded  explicit  protection  under  our  Federal  Consti- 
tution." Id.,  at  29. 

The  Supreme  Court  ruled  in  Rodriguez  that  there  is  no  right  to  rela- 
tively equal  expenditures  for  education.  In  Re  Alien  Children,  however, 
presents  the  case  of  absolute  .deprivation  of  access  to  the  schools  by  a 
defined   class   of   children.  '   Thus,    the   Court   raised   the  question 

306/  In  Re  Alien  Children  Litigation,  MDL  Ho,  398,  at  29  {July  21,  1980} 

[hereinafter  cited  as  «Alien  Children] .  ' 
307/  In  Rodriguez,  the  Supreme  Court  stated  that  •no  charge  fairly  could 
be  made  that  the  (State  financirtgj  system  fails  to  pjrovide  each 
•child  with  an  opportunity  to  acquire  the  basic  minimal  skills 
necessary  for  the  enjoyment  of  the  rights  of  'speech  and  of  full 
participation  in  the  political,  process.  Id.,  at  37*  Thus  there 
was  no  absolute  deprivation  in  Rodriguez* 
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reserved  in  Rodriguez  of  whether  there  is  a  fundamental  right  under  the 
Constitution  to  minimal  education.  The  district  court  noted  the  Supreme 
Court  said  in  Rodriguez; 

that  a  system  which  contributes  more  funds  for  the  educa- 
tion of  some  children  than  others,  does  not  infringe  upon  a 
fundamental  interest,  (but]  reserved  the  question  whether 
absplute  deprivation  of  educaticiaal  opportunity  might 
require  strict  judicial  scrutiny,  

Thus,  In  Re  Alien  Children,  the  district  court  said,  "squarely  presents 
the  issue  reserved  by  the  Supreme  Court  in  Rodriguez:  what  level  of 
scrutiny  absolutely  deprives  educational  opportunities  to  some  children 
within  the  state's  jurisdiction?*  / 

That  level  of  scrutiny  is  strict,  the  district  court  said.  Dnder  such 
analysis,  section  21.031  violates  the  Equal  Protection  Clause  of  the 
Fourteenth  Amendment.  Ho  compelling  State  inte/est  such  as  local 
control  over  education  justifies  distinguishing  between  undocumented 
children  and  other  children  so  that  undocumented  children  are  excluded 
from  public  schools. 

The  court  noted  that; 

when  only  access  to  education  is  deprived,  holding  that  a 
fundamental  interest  is  involved  does'  not  occasion  an 
unprecedented  upheaval  which  would  terminate  state  control 
over    education •      An    interest   in  a  government  cannot  be  a 
required  to  assume  or  ^even  to  determine  what  constitutes  ^ 
enjoyment  of  that  process  or  program.   f 

The  court  also  recognized  that  "the  right  to  access  to  education  when  it 
is  being  provided  to  others  does  not  imply  a  right  to  equal  enjoyment  of 
education.*  

Acknowledging  that  States  may  treat  undocumented  aliens  differently  than 
it  treats  <*ther  residents,  the  court  pointed  out  that  the  differing 
treatment  must  be  "reasonably  related  t^£.  valuta  governmental  objective 

and... not    affect   fundamental    rights.*  ■     Citing    YicR  Wo  v.  Scfpkins, 

118  U.S.  356  (1866),  the  court  said: 

The  Fourteenth  Amendment  to  the  Constitution1  is  not  con- 
fined to  the  protection  of  citizens.  It  says:  **Nor  shall 
any  state  deprive  any  person  of  life,  liberty,  , or  property, 
without  due  process  of  law?  nor  deny  to  any  person  within 


308/  Alien  Children,  supra  note  306,  at  16, 
309/  Id . 
310/  Id.  27, 
311/  Id.  29. 
312/  Id.  30.  . 
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^its   jurisdiction   the   equal  protection  of   laws. "  These 
provisions  -are  universal  in  their  application,  to  all 
persons  within  the  territorial  jurisdiction,  without  regard 
to  any  difference  of  race,  of  color,  or  ^f  nationality;  and 
/the  equal  protection  of  laws  is  a  pledgkof  the  protection 
j^ot  equal  laws.    Id.,  at  369. 

The  district  court  concluded  "that  the  qualifications  »within  the 
jurisdiction1  of  the  state  should  be  given  its  common,  everyday  meaning. 
Accordingly,  undocumented#}children  who  reside  in  Texas  and  are  subject 
to  its  laws  are  'within  the  jurisdiction"  of  T^as."22/' 

In  finding  that  section  21.031  effectively  denied  an  education  to 
undocumented  alien  children,  the  court  held  ttfat  the  statute  discrimi- 
nated against  undocumented  children  on  the  basis  of  wealth.  The  court 
noted  that  "Equal  Protection  does  not  imply  the  abolition  of  differences 
created  by  wealth.  Enabling  a  person  to  have  access  to  a  necessary 
service  or  program  neither  assures  him  the  same  access  which  others  have 
nor  requires  th^any  burden  imposed  be  proportioned  to  his  individual 
circumstances."— 'However ,  the  court  made  it  clear  that  the  crucial 
argument  in  Alien  Children  is  "that  the  lack  of  personal  resources 
occasioned  an  absolute  deprivation  of  the  desired  benef it . "iSr 

The  district  court  observed  that  in  cases  like  Rodriguez;  the  States  are 
not  required  to  insure  absolute  equality.  The  court  distinguished 
Rodriguez  and  concluded  that  "a  state  law  which  operates  to  deprive 
absolutely  children  of  education  when  they  are  indigent  should  be 
scrutinized. 7  f  ' 

One  issue  raised  before  the  district  court  was  whether  Title  I  of  the 
Elementary  and  Secondary  Act  of  1965  preempts  section  ^1.031  of  the 
Texas  Education  Code.  State  legislation  is  preempted  by  Federal  law  if 
it  encroaches  improperly  upon  an  area  of  Federal  responsibility  or 
concern.    The  court  noted  thati 

[the J  "pre-emption  doctrine  ha^two  elements:  state  legisla-' 
tion  is  pre-empted   if  it  regulates  matters  which  are 
subject,  to  exclusive  federal  legislative  control  or  i'f  it 
conflicts'-  with*  the   effectuation   of  congressional  objec- 
tives.     0nder  the  first  formulation,  congressional  power  | 
should  be*4mgffl«d  to  *just*  state  authority  when  "the  nature  I 
of  the  subject  matter  permits  no  <5Wer  conclusion"  or  ) 
"when  Congress  has  unmistakably  so  ordained.    In  the  second 
circumstances,   when   the  federal   legislation  contemplates 
complementary  state  legislation,   state  law  will  be  held 
invalid  if  it  "stands  as  an  obstacle  to  the  accomplishment 
and  execution  of  the  full3  purposes  and  objectives  of  Con- 


  — — —  —  ^  3f77* 

gress."  [citations  omitted]— J 


313/  Id.  35. 
314/  Id.  42. 
315/  Id.  40. 
3W  Id.  43. 
317/  Id.  64. 
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The  court  found  that  Title  1/  whicji  authorizes  compensatory  programs  for 
"educationally  deprived*  children,  including  the  children  of  migrants, 
does  not  preempt,  section  21*031  of  the  Texas  Education  Code,  The  court 
foynd  that  neither  element  of  the  preemption  doctrine  was  present*  The 
court  ruled  Title  I  does  not  "oust  the  'states  from  thfe  field  ,of 

education,"         and  section  -21.031  does  not  conflict  with  Title  I. 

The  court  applied  a  two-part  analysis  to  conclude  that  the  Texas  law 
does  not  conflict  with  the  Federal"  one.  Noting^  that,  "the  court  will 
assume  that  the  legislature  had  no  illicit  purposes* and  that  the  [State] 
statute   was   not^^itended   to   regulate   a  matter   subject   to  exclusive 

federal  power/"    the  Court  said  it  must  determine  that  neither  the 

express  language  nor  the  interpretation  of  the  statutes  can  conflict. 
The  express  language  of  the  two  statutes  does  not  conflict,  the  court 
said,  noting  that  "compliance  witl^both  the'  State  and  Federal,  statutes 
is  not  a  physical  impossibility."  ' 

Regarding  the  interpretation  "and  application  of  the  two  statutes,  the 
court  concluded  likewise  that  there  is  no  conflict*  The  purpose  of 
Title  I  can  be  effected  in  Texas,  the  court  reasoned,  even  if  undocu- 
mented children  are  prevented  from  attending  school.  "The  salient 
feature  of  Title  I  is  that  it  iajiesigned  to  provide  supplementary  funds 
to  local  educational  agencies."  -The  court  observed  that  Title  I  pay- 
ments are  based  on  census  counts  of  children,  not  school  enrollment,  so 
the  State  statute's  effect  of  excluding  undocumented  children  from, 
school  has  no  effect  on  Title  I.  Furthermore,  the  court  observed,  Title 
I  "does  not  designate  the  children  who  should  benefit  from  federal 
^assistance,  but  rather  the  schools^^iuch  contain  significant  numbers  of 
Educationally  deprived  students."— — -Noting  also  that  the  "voluntary 
nature   of  Titl^.I   militates   against,  finding   that   section   21.031  is 

pre-empted,"  'the  court  concluded  tha|^ Title  I  does  not  preempt 

section  21.031  of  the  Texas  Education  Code.  


Thus  Judge  Seal  enjoined  the  defendaats  from  enforcing  section  21.031  of 
the  Texas  Education  Code,  which  meant  Texas  schools  had  to  open  their 
doors  to  illegal  alien  children  in  the  fall.  The  State  of  Texas  peti- 
tioned the  Fifth  Circuit  Court  of  Appeals  to  prevent,  the  injunction 
from  taking  effect.  The  Circuit  Court  granted  Texas'  request  and  stayed 
the  injunction  in  late  August* 


318/  Id.  64-65.  s 
319/  Id.  65. 
320/  Id.  69~. 
321/  Id ; 

222/  Id .  = 
323/  Id.  70.  " 

324/'  If   there  is  a  holding  by  the  Supreme  Court*  that  Title  I  of  the* 
Elementary  and  Secondary  Education  Act  of  1965  is  preemptive, 
additional    questions    regarding   Federal   bur,den   could   be  raised. 
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Supreme  Court  Justice  Lewis  Powell  ruled  in  response*-^  requests  by 
plantiffs  September  4,  1980,  that  the  stay  be  vacated.  The 'plaintiffs 
argued'that  the  undocumented  children  "tfili  suffer  irreparabl'e  harm," 
while  the,  injury  to  schools  is- minimal.^^'coimnenting  on  the  evidence 
presented  during  the  district  court  'trial,  Justice  Powell  noted  that: 

Not  only  are  the  children  consigned  to  ingnorance  and 
•illiteracy;  they  also  are  denied  the  benefits  of  associa- 
tion in  the  classroom  with  students  and  teachers  of  diverse 
backgrounds.  Instead,  most  of  the' children  remain  £dle,'  or 
are  subjected  prematurely  to  physical  toil,  conditions  that  ' 
may  lead  to  emotional  and  behavioral  problems .1^5/ 

Th<*  State  argued  that  "the  stay  works  minimal  harm"  on  the  undocumented 
children.  To  the  contrary,  Justice  Powell  found *that  the  State's 
argument  that,  since  undocumen ted  children  have- been  out  of  school  for 
five  years,  an  additional  year  to  solve  the  problems  associated  with 
these  children  would  cause  no  further  harm  "is  meritless,on  its  face."-^/ 
Justice  Powell  pointed  out  that  a  delay  would:  ^  ^ 

exacerbate  the  deprivation  already  suffered  and  mitigate 
the  efficacy  of  whatever  relief  [that]  eventually -may  be 
deemed  appropriate,   * 

In  reaching  his  decision  to'  vacate  the  stay,  Justice'  Powell  concluded 
that  the  harm  to  the  undocumented  children  outwdCghs  'the  proposition 
that  the  stay  is  p^mpunt,  "to  , avoid  irreparable  harm  to  the  independent 

school  'districts."-  '  Lowell  pointy  o$t,  however,  that  if  ."the  operas 

tion  of  the  injunction  would  severely  hamper  the  provision  of  education 
t9  all  its  students  during  the  .coming  year,  the  granting  of-  a  stay  wgqld 
be  justified."^/  •  1  . 

Thus  the  United  States  has  taken  the  position'  in  an  amicus  curiae  brief 
that:  the  children  of  undocumented  aliens^  haye  a  constitutional  right  to 
a  fsee  public  education  as  other  children  have.  Also,  it  has  been 
decided  in  the  Federal  gourts  that  Texas  schools  must  provide  the 
children  of  undocumented  aliens  a  .free  public  education.  T^e  question 
is  whether  th.is  is  sufficient  "Federal  connection"  to  warrant  inclusion 
of  children  of  undocumented  aliens  in  the- Impact  Aid  Program.  All  of 
the  facts  required  for  informed  Commission  coosideration  of  this  issue 
were,  not  available  to  the  Commission  in  the  time  given  it  to  complete C 
its -study.  Thus,  the  Commission  is  recommending  to  tike  Congress  that  it 
Continue  to  study  this  issue.        r  »  -  k0&^* 


325/  In  Re  Alien  Children  Litigation,  MDL  No^  398,  slip  qp~.  at  6'  (U.S. 
Sept,  4,  1980)   (Powell,  Circuit  Justice,  1980) . . 

326/  id ; '    A,  '  . 

327/  Id.  *-  ^,       ■  ' 

328/  Id.  7.  '  / 

329/  id.         .  *  ; 

330/  Id.  7-8.     .  " 
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ATTACHMENT  It 


MAJOR  REFUGEE  AND  UNDOCUMENTED  $LIEN  GROUPS 
IN  THE  ONITED  STATES:  DSiOGRAPHIC  CHARACTERISTICS 
'  ,      AND  PROGRAMS  OF  FEDERAL,  ASSISTANCE  . 


Introduction  *\  * 

?  * 

The  Commission  undertook  a  demographic  examination  of  refugees  and 
undocumented  aliens  and  a  review  of  the. Federal  programs  currently 
assisting  ' those  communities.  The  study  examines  refugee  and  undocu- 
mented alien  populations  and  their  relationships  with  the  Federal 
Government. 

Data  available, on  refugees  and  undocumented  aliens  are  limited.  How- 
ever, this  data  does  describe  the  magnitude  of  trie  influxes,  the 
demograhic  characteristics  of  th^jfqur  major  refugee  groups.  an^#  the 
undocumented  aliens*  and  indicates  the  location  of  their  resettlement. 
The  following  is  an  overview  of  the  Federal  programs  available,  their 
budget  and  appropriation  levels,  arid  a  discusaion  of^five  specific 
Federal  departments  (Departments  of  Agriculture,  Education,  Health  and 
Human  Services,,  Labor,  ahd  State)  which  provide  initial  resettlement 
..services/^  cash_  and  medical  assistance,  educational  assistance.,  employ- 
ment and  training  services,  and  food  assistance  programs* 

The  United  Nations  defines  a  refugee  as  any  person  who  — 

>owing.  to  well-founded  fear  of  being  persecuted  for  reasons 
of  race,  religion,  nationality,  membership  in  a  particular 
social  group  or  political  opinion,  is  outside  the  country 
of  his  nationality  and  is  unable,  or  owing  to  such  fear,  is 
unwilling  to^vfcil  himself  of  the  protection  of  that  coun- 
try; to  who,  ftot  having  a  nationality  and  being  outside  the* 
country  of 1  his  former  habitual  residence  as  a  rfesult  of 
such  events,  is  Wffcle  or  owing  to  such  fear,  is  untftt&ing 

to 'return  to  it.^^7 

*  • 

i 

The  United  States,  in -the  Hefugee^Act  o£  1980,  has  essentially  adopted 
this  definition  and  expanded  it  to  include  those  wittSn  their  own 
countries  who  have  well-founded  reasons  to  fear  persecution .^=-'  ^ 

331/  U.S.  Committee  for- 'Refugees,  World  Refugee  Survey  32  (1980)  [here- 
inafter cited  as  World  Refugee, Survey] . 
332/  Title  If  of  the  Refugee  Act  of  1980,  Pub.  L.  96-242/  S201  (a)  (42) , 
_  94  Stat.  109  (1980)   (amending  8  D.S.C.  1101(a)). 
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The  U.S.  Committee  for  Refugees  estimates  iin  its  1980  World  Refugee 
Survey  that  there  were  approximately  15^.9  ,mUiion  refugees  scattered 
thoughout  the  world  at  the  beginning  of  1980.^/The  survey  points  out 
that  its  count  included  persons  who  had  fled  their  homelands  years  ago 
and  Whose  lives  are  now  yell-established,  although  their  legal  status 
hafc  never,  changed.  *  The  survey  estimates  that  about  three  million  people 
included ^in  the  above  figure  no  longer  require  assistance  though, 
technically,  they  remain  refugees. 

The  U.S.  Committee  .for  Refugees  also;  estimates ^Itlt  approximately  one 
million,  or  about  six  percent,  of  the^C  nearly  16  million  refugees  were 

,  in  the  United  States  at  -the  beginn>flf  of  1980.— 'The  Select  Commission 
on  Imnfigration1  and  Refugee  Policy'stated  iruiis  October,  1980  newsletter 
that  fhe  United  States  will  have  paroled^' a  total  of  approximately 
706, 0t)0  refugees,   including  Cuban/Haitian  entrants  of  1980/  during  the 

r  period  from  19761  until  the  end  of  1980.— 'This  represents  an  average 
of  141,200  per  year  and  a  rate  of  30,5,00  per  month  during  1980.  It  must 
be  n6ted,* however,  that  this  total  does  not  include  previously  paroled 
refugees  who  adjust  to  immigrant  status  each  year.  It  also  does  not 
include  refugee  entries  which  were  made  under  the  conditional  entry 
Provision  o£  the  Immigration  Nationality  Act.— 'This  provision  de- 
scribed the  type  and  number  of  conditional  visa  immigrants  who  could 
ent£r  in'  the  seventh  category  of  the  preference  system,  ^the  refugee 
category,  and  defined  "refugee*  in  geographically  ag£  ideologically 
restrictive  terms.  A  report  on  refugee  policy  by  toe  Congressional 
Research  Service  'contains  f3J975  through  1978  total  for  conditional 
entry  refugees  of  38 ,498 ,^ii/The  following  table  shows  the  Select 
Commission's  yearly  breakdown  of  immigration  totals: 

133/  World  Refugee  Survey,  supra  note  331,  at  33-34.     This  total,  like 
(  all  others  quoted  herein,  does  not  include  births  to  refugees  after 
arrival.    No  such' figures  are  available  at  present. 
334/  Id . 

m  235/  Paroling  is  the  action  in  which  the  Attorney  General,  by  authority 
of  section  212(d) (5)  of  the  Immigration  and  Nationality  Act  of  1952 
(Pub.  L.  82-414,  66  Stat.  166L,  allows  the  admission  into  the 
United  State  of  any  aliens  in  emergency  situations  or  ffcr  reasons 
considered  to  be  in  the  public  interest.  / 

.336/  Select  Commission  on  Immigration  and  Refugee  PolicyfJ Newsletter  3 
(Oct:.*  19*80)   {hereinafter  cited  as  Newsletter] .       %  }2 

337/  Title  II  of  the  Immigration  and  Nationality  Act  of**!9£2,  pub.  L. 
82-414,  S202(a){7),  66  Stat.  166;  ambnded  Sept.  21,  1961 ,  Pub.  L. 
87-256,  -75  Stat.  527;  amended  Oct.  \3,  1965,  Put}.  L.  89-236,  79 
Stat.  922.  .  m  \ 

338/  Congressional  Research  Service,  Library  of  Congress,  Review  of  D.S. 
Refugee  Resettlement  Programs  and  Policies,  Senate  Committee  on  the 
Judiciary  12  (Comm.  Print  1-980)   [hereinafter  cited  as  Resettlement] . 
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U.S.  IMMIGRATION,  1976-1980^/ 
{numbers  rounded  to  nearest  thousand) 
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52,000 


xxxxxxx 

XXXXXXX 

xxrixxxx 

137,000 

rxxxxxxx 
xxxxxxx 


132,000 


XXXXXXX 
XXXXXXX 
XXXXXXX 
139,000* 

XXXXXXX 
XXXXXXX 


135,000+ 


231, 


100,000 


$00,000 


JWO,000 


400)060 


300,000 


309,000  ' 


toqooo 


*  This  figure  includes  about  286,000  numerically  limited  immigrants  and 
55,000  admitted  as  a  result  df  the  Sil^va  court  decision. 
+  Number  is  based  on  an  estimate. 


XXXXXXX ! 
XXXXXXX  i 
XXXXXXX ! 
1  XXXXXXX 


TabJ.es  compiled  by  the  Immigration  and  Naturalisation  Service  (INS)  from 
information  gathered  during  its  19§0i  Alien  Address  Program  show  a  total 
of  21 7>551  refugees  in  the  United  States.  '  This  information  must  be 
quoted  within  the  context  of  its  acquisition  procedure.  It  i-s  based  on 
registration  by  the  aliens  themselves.  Although  registration  is  re-% 
quired  by  law,,  it  is  obviously  ^t  aa  accurate  means  of  attaining  total 
figures  for  alibis.  In  addition,  the  registration  peribd  was  January 
1980,  after  which  a  large  number  of  refugees  entered  this  United  States, 
Nearly  125,000  Cubans  arrived  in  the  United  States  between  April  21  and 
November  30,  1980. 


L 


339/  Newsletter,  supra  note  336,  at  3. 

340/  gubafa/Baitian  'Task s  Force,    Department   of  *State,    Monthly  Entrant 
>        Kefcorl  for, November  T980,    at  7    n$88)  (hereinafter 

Task  Force]  "  *  \  v~-^.  j  £ 


357 


r 


-345- 


*  r»e,BS  total  refugee  tables  -that  incflaide  breakdowns  by  State  of  resi- 
dence and  country  of  origiq  are  useful,  nevertheless,  not  in  determining 
reliable  quantities,  but  percentages  of  what  can  be  presumed  to  be  a 
scaled-down  whole  for  the  beginning  of  1980-.  According  to  these  early 
INS  figues,  -three  Stated—California,  Florida,  and  New  York— contain 
about^halt  the  refugee  population  in  the  United  States.  The  ten  States 
containjtog  the  highestKrefugee  populations  are  as  follows: 


REFUGEE  POPULATION  BY  STATE, 


January  1980 

D 

'California 

60,684 

*    ■  2) 

Florida 

28,772 

< 

3) 

Hew  York 

19,131 

*  4) 

Texas 

11, 818 

5) 

Illinois 

11  ,"402 

6) 

Pennsylvania* 

7,616 

* 

'  7) 

New  Jersey 

7,272 

8) 

Washington 

6,553  ' 

'  9) 

Mihnesota 

)5'02Jr< 

10) 

Michigan 

/3,92? 

Source:  INS 

i 

!  When  these  INS  total  refugee  figures,  are  taken  as  proportions  of  total 
i  State  resident  population  for  1979,.  the  order  of  the  States  is  rear- 
ranged:     ^  ^  '  H 


*  DEMOGRAPHIC  IMPACT  OF  < 
STATE  REFUGEE  POPULATIONS 


Rtfygee  Pop.  1980/ 
.   State  Reaident  Pop. 

4 

*  s                     1)  Florida      '     %  .3247 
^  .                         2)  California  .2674 

3)  Hawaii  -  ' .2569 

4)  Washington  .1669 
'                                     5}  Orgeon  .1515 

6),  Nevada,  .1241  ^ 

,  ,    7)  Minnesdta  .1237 

8)  Rhode  Island  .1213  ^       "  *9  * 

5)  .  Utah  .1144 
10)  Hew  York  .1084 

Sources:  These  figure^  were  calculated  by  the  Commission  using  tables 
.  frpm  INS  and  the  Bureau  of  the  Census, 

•  * 

After  Florida,   the   four  States  -containing  the  highest,  percentages  of 
„    refugees  to  residents  are  all  Pacific  States,        '    %  * 


v 
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The  United  States  proposes  to  admit  217,000  'refugees  in  fiscai  year 
"1981.     The  folldwing  table  shows  the  breakdown  by  .area  of  origin. 

REFUGEE .  ADMI^IONS^-/  , 
1  Fiscal*  YearM981 

•  « 

Proposed  Admissions L 
Area  of  Origin  '  Fiscal  Year  1981 

Indochina  .168,000 

Soviet  Union  >  33,000 

%  *             Eastern  Europe  4,500 

Near  E^st  4,500^ 

Latin  America  4,00(3 

Africa  —       ,                         ^  3,000 

TOTAL         *  *  217,000 

Asylum  Status  Adjustments   %  ^5,000 

Refugees  come  to  the  United  States  f  rpm 'all  parts  of  the  world.  "  Refu- 
gees fiom  Eastern  Europe,  the  Near  East\  Africa/  Latin  America,  (Exclud- 
ing^ Cuba  and  Haiti}*,  and  Asia  *  (excluding  Indochina)  were  expected  to 
number  30,200  by  jjhe,  end  of  fiscal  year  1980  and  "16,500  by  the  end  of 

fiscal  year  1981.  The  majority  of -refugees  currently  settling  in  the 

United  States  originate  in  three  areas:  Indochina/  Cuba  and  Haiti,  and 
the  Soviet  Union.  .'  \  \  | 

Indochina 

The  term  "Indochinese  refugees*  refers  to  those  whose  countries  of 
opigirf  are  Vietnam,  Laos,  or  Kampuchea  (Camiodia),  Tabulation  by 
country  in  this  group  is  not  alway  done  because  of  t\ie  mobile  nature  of 
wartime  Indochinese  society.  ETue  to  the  establishment  of  special 
government  assistance  programs,  however,  a  wealth  og,  data  exists  on  the 
Indochinese  as  a  whole,  compared  wit^  other  refugee  groups.  ^ 

According  to  a  recent  unpublished  table  by  the  Health  and  Human  Services 
Office  Of  Refugee  Resettlement  (ORR/HSS) ,  the, total  Indochinese  popula- 
tion in  the  United  States  as  of  October  31,  1^80  was  426,633.  Nearly 
all  of  these  refugee?  arrived  after  tfte  fall  of  Saigon  in  the  spring  of 
1975,   when  .13G,00O   were   airlifted  'and   some   have  by  now  achieved 

341/  Office  Qi  the  U.Sf  Coordinator  for  Refugee  Affairs,  Department  of 
State,  Report  to  Congress:  Proposed  Refugee  Admissions  and  Alloca- 
tions for  Fiscal  Year  1981,  table  Ii(Sept.  1980)   (hereinafter  cited 
»   N  as  Proposed  ^dmissior^  FY  1981]  ♦ 
342/  ©ffice  of  the  U.S.  Coordinator  £or  Refugee  Affairs,  Department  of 
.   state, and  Office  of  Refugee  Resettlement,  Department  of  Health  and 
Human  Services,   Refugee  Resettlement  Resource  Book.,   9   (Oct.  1980} 
343/  Resettlement*,  supra^  note  338,  'at  13.  * 
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permanent  resident  status.  The  Office  of  the  O.S.  Coordinator  for 
Refugee  Affairs  .(OCRA)  estimates  that  416,000  Indochinese  entered  the 
country  under  paroie  or  other  provisions  of  the  Immigration  "and  Nation- 
ality Act  during  the  period  extending  from  the  fall  of -Saigon  until  'the' 

end  of  fiscal  year  1980.          According. to  another  unpublished  ORR/HSS 

table,   1-66,727  Indoch'inese  arrived  in  the  United  States -in  fiscal  year 
1980,  a  rate  <ft  14,000  per  month.  '  ^  .  , 

'The  Indochinese  Refugee  Action  Center,  a  private  oraanization  in  'Wash- 
ington, D.C.,  estimated  that  there  would  have  been  389,000  Indochinese 
refugees  in  the  country  as  of  August,  31  1980,  or  one  fpr  every  566 
other  inhabitants  in  the  United  States.  The  following  table  shows  that 
only  Canada  and  Australia 'had  lower  -tatios:  . 


INDOCBINESJ3  REFUGEES  BY  COUNTRY  OP  RESETTLEMENT——''' 


\ 

Country 

1979  Est. 
Population 
(Millions) 

Total 
Through 
8/30/80  v 

Refugees 
Per  #  Other 
Inhabitants 

United  States 

220/3 

389,000 

1  to  566 

Peoples  Republic 
of  Chifcef* 

950,0 

i 

,  240,000 

1  to  '  3,958 

France 

53*4 

'  76,288 

1  to  700 

Canada 

23.7 

52,348  t 

P  1  to*  453 

Australia 

14.4 

37,756 

1  to  380 

German  Federal 
Republic 

61 .2 

r 14,013 

1  to  4,371~ 

United  Kingdom 

55.8 

H3,087 

1  to  4,292 

Malaysia 

13.3 

2,919 

1  to  4,586 

Switzerland 

6,3 

3,273 

1  to  1,969 

Belgium 

9.8 

3,447  - 

1  to  2T882 

Norway  l 

4.1 

3,289 

1  to  1,242 

Sweden 

8,3 

2,267 

.  ,1  to  3,608 

Argentina 

26.7 

4,500 

1  to    5,933  . 

Taiwan 

17.3  - 

' 1 ,000 

1  to  17,300- 

Denmark  *  - 

5.1  j 

1,370  4 

1  to  3,642 

Italy  ' 

56.9  | 

1,365 

1  to  41,684 

Netherlands 

14.0  ^  -  ! 

1,980 

1  to  7,071 

•Spain. 

37.6.  j 

1f001 

1  to  37,600 

25  imbabwe-Rhodes  i  a 

7.2   -  | 

.  1,000 

1  to  7/200 

\ 


\ 


Shina  -  accepted  2*30,000  ethnic  Chinese  from  the 'northern  part  of 
.  Vietnam,   and  promised  to  accept   10,000  morel     The  refugees  were 
moved  to  agricultural  settlements  in  southern  China. 

\ 

The'  Immigration  and  Naturalization  Service,  as  a  result  of  its  Alien 
Addreis  Program  in  January,  1980,  provides  significantly  lower  Indochi- 
nese figures:  U8_*5Sl_Jsfugees,  JS^062  total.    These  tabulations,  like 

'344/  Proposed  Admissions  ar  1*981 .  supra  note  341',  at  table  1. 

345/ 'Indochina  Refugee  -Action  Center ,  /Indochina  Refugees  Resettling  in 

All  Parts  of  the  World',  in  World  Refugee  Survey, '  supra  note  331?  at' 

16. 
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those  INS  figures  on  total  refugees  referred  to  previously,  were  comr 
pilfed  earlier  than  the  above  and  are  based  on  registration  by'  the 
individual  aliens  themselves,,  not  on  -enjtry  data,.  However,  the  tota\ 
refugee  figure  is  broken  down  by  nationality  showing  the  Indochinese 
refugee  population  to  be  approximately  71  percent:  Vietnamese,  seven 
percent  Cambodian,  and  22  percent  Laotian,  ~ 

The  United   State  -continues   to  jresefctle   an,  average   of   almost^  14,000 

Indochinese   refugees  ,per  month.  'Refugees  x usually  settle  near  their 

former  countrymen."  Irt  the  case  of  the  Indochinese,  this  often  means 
California,  Texas,,  Washington,  or  Pennsylvania — States  which  ^contain 
about  half  the  Indochinese  in  the  United  Statel.  The  following  is  an 
unpublished  OBR/HBS  list  of  State-TIndochinese  population,  with  the  top 
rani^d  ten:  I  4  ^  ' 

U.S.  INDOCHINESE  POPULATION,  BY  STATE /TERRITORY , * 1 9 8 0 


STATE 

TOTAL 
INDOCHINESE 
POPULATION 

RANK 

*        *      }  ■  * 

J 

STATE 

TOTAL 
INDOCHINESE 
POPULATION 

RANK 

1 ).  Alabama 

2,211 

29)  Nevada 

1,875 

2)  Alaska 

*  412 

30)  New 'Hampshire 

291 

3)  Arizona 

2,936 

3T)  New  Jersey 

4,062 

4)  Arkansas 

2,665 

32)  New  Mexico  v 

2,135 

5)  California 

139,067 

1 

53)  New  York 

12,451 

8 

6)  Colorado. 

7,573  , 

34)  Nort-h  Carolina 

'  3*729 

7)  Connecticut 

4,059  " 

35)  Nosth  -Dak'ota 

579  ■ 

8)  Delaware 

257 

36)  Ohio 

6,078^ 

9)  D.C. 

3,319 

37)"  Oklahoma 

6,301 

10)  Florida 

8,655 

38)  Oregon 

12,552 

7 

11)  Georgia  - 

4,440 

39)  Pennsylvania  ' 

17,280 

4 

12) .Hawaii 

57881 

40)  Rhode  Island 

a, 350 

13)  Idaho 

802 

41)  South  Carolina 

1,588 

14) -  Illinois 

16,004 

5 

42)  South  Dakota  ■ 

876* 

15)  Indiana 

v  3,785 

43)  Tennessee 

3,335 

16)  Iowa 

7,036 

44)  Texas 

37,165 

2 

17)  Kansas 

5,405 

45)  Utah 

■  5,613- 

18)  Kentucky 

1  >8Q7 

46f  Vermont 

224 

19)  Louisiana 

10,51 1 

to 

47)  Virginia 

U,945 

20)  Maine 

639 

48)  Washington 

18,831 

3  1 

21)  Maryland 

4,^09 

49)  West  Virginia 

417 

'22)  Massachusetts      6  ;671 

50)  Wisconsin 

-  6,043. 

23)  Michigan 

7,851 

51)  Wyoming  1 

321  _ 

f 

24\  Minnesota 

14,438 

6 

52)  Virgin  Islands 

8 

25)  Mississippi 

1,352 

53)  Guam 

379 

26)  Missouri 

4,315  I 

54)  Puerto  Rico  ~^ 

■    35  * 

27)  Montana 

1,030  I 

OTHER- -&  UNKNOWN 

287 

28)  Nebraska 

2,052  ) 

TOTAL 

426,633. 

Source:  ORR/HHS 


346/  Office  of  Refugee  Resettlement,  Departmeht  of*  Health  and  fiuman 
Services,  unpublished  tables  . [hereinafter  cited  as  *0Rg/BHS] , 


,  In,  terms  of  demographic  impact,  the  States  rank  somewhat  differently, 
^The  following  are  the  top  ten  States  ranked  by  1980  Indochinese  popula- 
tion as  a  percentage  of  total  1979  resident  population:— 7 


,  A 

tDEMOGRAJP&IC  IMPACT  ^ 
INDOCHINESE  POPULATION  * 


Indochinese  Population  as  Percent 

v    of  Total  State  Population  - 

t  ^  & 

^  D.Hawaii  0.6427  -  -  * 

p        .    2)  California  0.6128 

.     3)  dregon  0,4967 

*    4)  Washington  0,4796 

^  *  5)  Minnesota  0.3567  ( 

6}  Texas  0.0277  > 

7)  Colorado  0.2732  . 

8)  Nevada  0.2671 

9)  Louisiana  .  0.2616 
-   *             t0)  RhcSde  Island  0.2530 

* 

Source^:  These  figures  were  calculated  iy  the  Commission  using  tables 
from  'ORR/HHS  and  the  Bureau  of,  the  Census. 

i 

Tlie, Pacific  States  currently  contain  approximately  41  percent  6f  the 
Indochinese  population  in* the  United  States  but  only  14  percent  of  the 
total  United  States  resident  population.— X  As  these  western  States 
contain  the  usual  'ports  of  entry  for  the  IndochlneSse  and  because  the 
Indochinese  influx  began  only  five  years *ago,  they  probably  should^not 
yet  be  considered  ultimate  locations  'of  resettlement.  Hoyever,  a 
pattern  of  secondary  migration  within 'the  United  States  is- emerging 
vftich  shows  that,  while  Oregon  and  Hawaii  are  losing  relatively  small 
numbers,  California  an<3  Washington  are  gaining  substantially  and  that 

'the  Alaskan  Indochinese  refugee  population  is  remaining  nearly  constant. 
The  following  unpublished  table  indicates  the  "'flow  of  the  Indochinese 

;  ref ugeev  papulation  within  the  United  States: 


347/  The  District  of  Ccjlumbia,  *not  included  ,  in  the  ranking  of  States, 
shows  a  relatively  high  percentage  of  tts "population  as  Indochinese 
— 0.51.  percent.  This  figure  may  be  overstated,  however.  ORR/HHS 
assumes  that  refugees  record  relief  headquarters  .in  the  District  of 
Columbia  as  their  place-  of  Residence  when  they, are  in  the  process 
*     of  resettling  in  Maryland  or  Virginia.  t 

348/  ORR/HHS,  supra  note  346 ,  Bureau  of  Censd^,  Department  of  Commerce, 
Population  Estimates  and  Projections  6  (Feb.^1980). 


\ 
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estimated  net  secondary  Migration  (esm)  of  indochinese 
refugees  by  state,  january  197^-  january  1980 


STATE 

ESMt 

STATE  '     1  ' 

^  ESMt 

1}  Alabama 

-  300 

.  28)  Nebraska 

-  450 

2)  Alaska 

* 

29)  Nevada 

"    -  150 

3>  Arizona 

-  200 

_30)  New  Hampshire 

* 

4)  Arkansas 

-  550 

31)  New  Jersey 

+*  200 

5)  California 

+  9,350 

32)  New  Mexico 

-  250 

6}  Colorado 

550 

3D  New  York 

-  950 

7)  Connecticut 

-  50 

34)  North  Carolina 

-  150  ^ 

8)  Delaware 

* 

35)  North  Dakota 

-  200"^ 

9)  D.C.** 

-  2,650 

*  36)  Qhid 

-  300  / 

10)  Florfda 

.    -  750 

37)  Oklahoma 

-  400  | 

11)  Georgia 

-  450 

38)  Ore^pri 

-  400/ 

12)"  Hawaii 

-  700 

39)  Pennsylvania 

-  3Q& 

13)  Idaho 

* 

40)  Rhode  Island 

-  150 

14)  Illinois 

+  100 

I  41)  South  -Carolina 

15)  Indiana 

300 

42)  Soutij  Dakota 

-  50- 

16)  Iowa 

43)  Tennesse 

-  1 ,100 

.1 7)  Kansas 

+  300 

44)  Texas 

.+  600 

18)  Kentucky  \ 

-  300 

45)  Utah 

-  250 

19)  Louisiana 

-  300 

i  46)  Vermont 

* 

20)  Maine 

*  50  \ 

47)  Virginia 

+  750 

21)  Maryland 

+  300 

'  48)  Washington 

+  1,150 

22)  Massachusetts 

+  400 

49)  West  Virginia 

23) .Michigan 

+  150 

50)  Wisconsin 

+  100 

24)  Minnesota 

+  *250 

*~  51)  Wyoming  * 

+  5€ 

25)  Mississippi 

# 

/y52)  Virgin  Islands 

* 

26)  Missouri. 

-  450 

,  53)  Guam 

-  50 

27)  Montana 

-  100 

£54)  Puerto  Eico* 

* 

J  x 

*  Less  than  50^ 
**  J>ee  note  347,  supra,  > 
t  Estimated  n^t  inflow  {+)  or  net  outflow  {-)„  of  Indochinese  from 
or   to  a  Stated    Derived  from  adjusted  m  INS  alien  registration' 
data  and  data  on  initial  resettlement  location  of  new  refugees 
m      rwho  arrived  in  the  United  jStabes  during   1979.  '  Figures  are 
rounded  to  the  nearest  50'*     Th^  net  inflow  and  net  outflow  w.ece 
approximately  13,800  each.     Figures  do  not  add  to  total  due*  to 
rounding.  * 

Source:  ORR/HHS.  *  \  , 

Other  States  with  large  Indochinese  populations  *that  are  attracting  ad- 
ditional Indochinese  froca  within  the  United  States  are  Texas,  Illinois, 
Minnesota,   and  Virginia/     Pennsylvania,  New  York,   and  Louisiana  hav#- 
experienced  losses  due  to^secondary  migration.  „ 
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Oftce^  resettled,  Indochinese  refugees  have  shown  gains  in  employment  and 
income  relative  to  theUen^th^o^  their  reside/icy.  The  following- tables 
illustrate  this: 


LABOR  FORCE ^  PARTICIPATION  RATE,  INDOCHINESE  REFUGEES 

Female 


Y$ar  of  Entry 
1977 
1976 
1975 

U.S.  rate 


Ygarj 

*  1< 


29  ♦  6% 
34.4 
42.9 
50.*7 


MONTHLY"  HOUSEHOLD  INCOME,  INDOCHINESE  REFUGEES^/  * 


Year  of  Entry 

1  0 

1975* 

1976 

'  1977 

Onder  $200  *  "> 

t  2.7% 

3.3% 

4.6% 

$200-399 

3.6 

4.1 

5.6 

»        $400-599        C  - 

4.4  . 

6.2 

•15.8 

$600-799  * 

gi.6 

15.7 

12.4 

«  $800  and  over 

77.6 

70.2 

60.8 

Unknown 

0.0 

0.5 

0.$ 

TOTAL 

99.9%  ' 

100.0% 

100.0% 

*  The  sum  of  this  column  is  not  100.0%  due  to  rounding. 
*  •  * 

This  evidence  seems  to  support  the  contention  of  the  Office  of^tfie  U.S. 
Coordinator  for  Refugee  Affairs*  that  "experience  in  the  country  of  re- 
settlement, a  chance  to  become  prof icient %in  English,  and  an  opportunity 
to  adjust  to  American  society  Jmp  its  econontf  are  constributing  factors 
to  labor  force  pact icipat ion. t 

Also  affecting  these  figures,  however,  is  air^pparenfc  dichotomy  in  the 
composition  of  the  indochinese  refugee  population  •  during  the  years 
covered.  According  to  the,  ORR/HHS,  it  is  known*  though  nqt  yet  docu- 
mented, that  the  current  "new  wave"  Indochinese  refugees — those,  includ- 
ing the  so-called  "boat  people,"  who  acvived  after  1977 — are  generally 
less  educated  tand  of  lower  financial  strata  than  their  predecessors. 
Many  have  noj^^ansf erable  Job  experience  and  little  exposure  tp  Western 

urban  life.  Correspondingly,   it  could  be  assumed  that  a  lower  per- 

fentage  *of  the  recent  Indochinese  refugees  are  conversant  in  English. 


349/  Social  Security  Administration*  (SSA)  and  pffice  of  Refugee  Affairs, 
Department  of  Health,  Education,  andiWelfare,  Report  to  Congress i 
Indochinese  Refugee  Assistance  Program1,  6    (Dec.   31,   1979)  [herein- 
after cited  as  Assistance  Program] . 
Id.  7/ 

Proposed  Admissions,  FY  1981 ,  supra  note  341,  at  35. 

U.S.  Refugee  Programsit Hearing  Before  the  Senate  Committee  on  the 
Judiciary,  96th  Cong.,  2d  Sess.  336  (Apr.  17,  1980)  (statement  of 
the  Inspector  General,  DepartiufntT  of  Health,  Education,  and  Welfare 
on  thfe  Indochinese  Refugee  Assessment). 
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The  following  taBj^ff  wece  compiled  by  the  Commission  'fro^informat^on* 
gathered  during  Apcil,  May,   and  June,   1979,  oh  1,608  Vietnamese,  814 
Cambodian,  and  1,117  Laotian  refugees  who  were  admitted  to  tije  United 
States  through*  December*  1977*  The  first  shows  the  percentage  *  in  each 
§roup  of  refugees  who  understand  English* * 

ENGLISH  UNDERSTANDING, "  INDOCTINB&fef^US^^3^/ 
r  Age  16  and  over 


Vietnamese* 

Cambodians 

Laotians* 

\Not  at  all 

11,5% 

11.3% 

16.0% 

Sortie 

59.8% 

69.9% 

59.2%  A 

Well 

•  28.8% 

18.8% 

24. 7* 

*  These  figures  do  not  add  to  100.0%  due- to  rounding. 


The  Laotian  group  contained  the  highest  percentage  of  refugees  who  did 
not  understand  English  at  all.  The  ,  Vietnamese  group  contained  the 
highest  percentage  of  those  who  beportedly  understood  it  well  and  the 
Caiiibodians  had  the  lowest  percentage  of  sthose  who  did  not. 


■  C 


Other  results  df  this  survey  indicated  some  of  the  economic  effects  of 
^ese  levels  of  Engli 
following  three  tables: 


^W^ese  levels  of  English  proficiency.     These  are  summarized  in  the 


✓ 


ECONOMIC  EFFECT  pF  ENGLISH  PROFICIENCY,  INDOCHINESE  REFUGEES 
(weighted  percentages) 


\                                   354   | 

Understand  English  (%) 

VIETNAMESE 

Not  at  all 

Some 

Well 

Labor  Force  Participation 

33.0% 

56.1% 

61.3% 

/Unemployment  Rate* 

11.7 

2.9*" 

,.2.7 

Earn  $200  or'  more/week* 

26.4 

«41.6  < 

48.7 

Understand  English  (%) 

'  CAMBODIAN3" 

tfot  at  all 

Some 

Well 

Labor  Force  Participation 

4.1% 

70.4% 

69.3% 

Unemployment  Rate* 

,  t7.3 

Earn  $200  or  more/week+ 

22.2 

*  36.8 

41.8 

*  The  seasonally-adjusted  unemployment  rate  in  the  United  States  for 
May  1979  was  5.8  percent  according  to  the  Bureau  of  Labor  Statistics 
(BLS) ,  Department  of  Labor. 

+  The  lapor  force  participation  rate  in  the  United  £t$tes  for  May  1979 
was  63*5  percent,  according  to  the  BLS. 


9 


353/  Refugee  Task  Force,  Department  of  Health,  Education,  and  Welfare, 
Sevepth  Wave  Reports  Indochinese  flesettl'emenfOperational.  Feedback , 
•    table  5  {July  10,  1979)   [hereinafter  cited  as  Seventh  Wave  Report]. 
354/  Assistance  Program,  supra  note  349,  at  7. 

355/  Seventh  Wave  Report,  supra  note  £53,  tables  4,  15,  and  5.  *f* 
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•> 

1     Understand  English 

{%). 

.LAOTIAN3"0  ' 

Not  at  all 

Some 

[  Well 

Labor  Force  Participation 

12,4%  * 

56.3% 

66.6% 

Unemployment  Rate* 

2.6  , 

Earn  $200  or  more/week+ 

24.2 

41.2  . 

*  The  seasonally-adjusted  unemployment  rajie^in  the  United  States  for 
May  1979  Vas '5.8  percent  according  to  the  Bureau  &f  Labor  Statistics- 
(BLS) r  ©epa'rtment  of  Labor .  .  -  * 

+  The  labor  force  participation  rate  in  the  United  States  for  May  1979 
w     was  63.5  -percent,  according  to  th£  BLS. 

A  direct  effect  on  wages  by  EngUsh  proficiency  is  shown  in  these' 
tables,   as  well  as.  the  degree  to  which  lack  of  filrglish-understanding 
ability   inhibits  labor    force  participation.     >0f   the  Indochinese  not 
seeking  employment,  24.2  percent  of-  tfce  Vietnamese,  8.2  percent  of,  the 
Cambodians,  and^  ?2.3  percent  of  the  Laotians^cited^  "poor  English"  as* 
their  primary  reason  for  not  doirvg^so^.  v  *  "**■ 

A  thorough  study  by  the  QRR/HSS  of  the'  sociodemographip  characteristics 

'of  refugee  populations  is  in  progress.  ,  It.  is  presently  known  that  the 

Indochinese  refugee  tends  to  be  younger  than,  the  average  United  States 

resident.     As  of -January  1,  1980,  37.0  percent  of  the*  Indocliinese 

refugee  population  was^under  ,the  age.pf.18  years'and  31.2  percent  of 'the 

total  was  from  six  to  17  years  old.— 'When  the  later  figure,  is  applied 

to   the  ORR/HHS   Indochinese  'population   total  of  '426,633,   a  schoplage 

Indochinese  population  of  133,109  can  be  estimated  for  the  end  o£ 

October,  1^80.    In  comparison,  28.4  percent  of  the  United  States  popula- 

tion3^51/  1979  was  unde^  18  and  20.0  percent  was  from  six  to  17  years  of 
age.^— ' 

Levels  of  education  and  of  familiarity  with  English  also  "vary  greatly 
within  the  second  wjtve.  According,  to  OGRA,*  it  is  evident  "that  a  number 
are  illiterate,  many  are  noncontfersant  in,  English,  *and  that  often  the. 
Indochinese /refugee  child  has  experienced  long  periods  of  interruption 
in  his  or  her  schooling.  Special,  educational  problems  result.  In 
addition,  the  latest  group's  concentration  in  the  ten  to  16-year-old 
bracket'  will  cause  thesie  children  tcf  be  introduced  tq^he  .American 
educational  system  in  the  center  of  the  K-12  progression.^!/  * 
*    -  *  *  *' 

Cuba 

The  INS  has  listed  a  total  of  669/151  Cub^i  arrives  ^frora ,  January  1, 
1959  to  September  30,  1978'.    The  fallowing  ts  a  breakdown  of  that  figure 
.    by  period  of  entry:      '  *  4. 

356/  Id.   ZZJ~~*  '    '  ^    *     '  1 

>,  3,57/  QRg/HHS,  supra  note  345.  ^  * 

*  358/  Bureau  of  the-  Census,  Departmen^Tof  Conferee.  ^ 
Proposed  Admissidtis,  FY  1981/ supra,  note  341,  at  32-33.  * 
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CUBANS  ARRIVED  IN  TflE  UNITED  STATES , 
JANUARY  1,  -1959  -  SEPTEMBER  30,  1978, 


» 

January-June/  19.59 

26,527 

•Year  ending  *June 

30/ 

1960 

60,224 

• 

1961  » 

'  49,961 

>  n 

1962       .  / 

78,611  . 

>\ 

1963 

42,929* 

a  j 

.1964  N 

15,61* 

• 

1965    «,  .  * 

16,447 

1966 

^46,688 

* 

196-7      *              ^  . 

-^52,147 

^Yeeir  ending,  June 

30, 

1968  '  • 

55,945 

1969              "  - 

.  52,625 

< 

1970 

<•  49,545 

N 

T971 

50,00-1 

1972  , 

23,977 

■ 

1973 

12,579 

11974 

13,6*70 

1975 

*  8t48B 

M 

1976  » 

4,515 

1976* 

1,439 

Year  ending  .Sept. 

30,/ 

$977           .  ' 

3>104> 

1978  • 

4,108 

*  * 

TOTAL 

669,151 

*  Transitional  quarter, 
Source:  INS* 


OCRA  provides  a  figure  of  700,000  for  the  number *of  those  who  left  Cuba 
for"  the  United  States  prioi  to  thg  1980  wave  of  infaigratipn.-^'lt  is 
estimated  in  a  report  by  the  Congressional  Research  Service  'that. between 
1959  and  1971  >  10,000  to  .20,000  of  these  700,000  returned  to  Cuba;^-' 


The  1980  influx  accounted  for ^approximately  an  additional  125,000  Cubans 
during  tjhe  period  from  April  2f  to  the  end  of  November  •——'These  fjLgures 
indicate  a  raif^e  of  805,000  to  815,000  Cuban  entrants  since  V 1959."  0£RA 
pats  the  total  overjthe  past  two  decades  at  over  900,000.  

The  amount  of  these  805,000s  to  900,000  Cubans  that  can  be  designated 
^properly  as  re'fuge^s  is  unknown.  Thousands  who  entered  as  refugees 
have,  in  their  years  of  residence  in  the  United  States,  so  established 
their  lives  that  they  no  longer  require,  refuge^  assistance,  ^lthou^ 
they  remain  refugees  in  a  legal  sense.  '  There  are  no  accurate  figures' 

 :  :   * 

360/  Office  of*  the»U.S.  Coordinator  for  Refugee  Affairs,  Department  of 
State,  Overview  of  World  Refugee  Situation  59  {Aug*.  1980)  [herein- 
after cit^ed  as#Overview] .  v 
361/  Congressional  Research  Service,  Library  of  Congress,  World  Refugee 
Prists;  The  International  Community's  Response,  Senate  Committee  on 
,  .   the  Judiciary  212'  (Comm.  Print  1979)    [hereinafter  cited  as  World 
Refugee  Crisis] . 
J  3^2/  C/H^Task^ Force,  supra  note  340,  at  7, 
363/  Id.*2.       .  $  i 

364/  Worid  Refugee  Survey,  supra  note  331,  at  32.  *  . 
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4  4 

available  on  Cubans  Vho% do  require  such  aid.  Of  the  Cuban  aliens 
recorded  by  the  'tNS^lien  Address-  Program  in  January,   1980,  however, 

^L1.2  percen£«37,503  '  —  register  &  as  refugees*     Adding  this  figure 

fpto  *thtr  April '  through  November  "  total  of  nearly   125>000  results   in  a 
current' Cubran  refugee  total  of  at  least  162,503,  *" 

Florid*  was  the  State  of,  fnitial  resettlement  for  87,6  percent  of  the 
Cuban  refugees' who  arrived  during  fi*scajL  year  1979  and  fiscal  year  1980, 
according  to  unpublished  ORR/HHS  tables  that  are  incorapfefcLf  or  1980. 
California,  with  2.6  percent,  and  New  . Jersey,  with  3.5  percent,  were 
second  and  third,,  The  following  is  a  ranking  of  States  and  territories 
by  percentage  of  total  (fuban /refugee  population  as  recorded  in  the  4NS 
Alien  Address  /Program,  January,  1980,  indicating  seme  movement' of  the 
Cuban  refugee  population  away  from  Flordia: 

CUBAN  REFUGEE  POPULATION 


1K^  Florida 

60.6% 

2)    tNew  Jersey 

11.2 

3)  California 

8.6 

4)    New  York  . 

7.3 

5)    Puerto  Rico 

3.1 

6)  Illinois 

2,5 

Source:  INS 

If  Florida1 s  percentage  in  the  above  table  can  be  applied  $o  the  previ- 
ously estimated  Cuban  refugee  nfiniraura  of  162,503,  an  approximate  Cuban 
refugee  total  of  98,477  could  b*e  determined  for  the  State,  which 
would,  reprints   1.1   percent  of  Florida's  1979  -resident  population  of 

8,860,000.  In  comparison,   the  State  most  highly  impacted  by  total 

refugee  and  non-r^jjnee  Indochinese  population— Hawaii— has  a  ratio  of 
approximately  $.6.^1/ 

V 

In  their  November  report,  the  Department  of  State's  Cuban/Haitian  Task 
For^e  estimated  that  about  18  perbent  of  the  1980  entrants  were  under  18 
and  12  percent  were  ^^^'5-17  age  group.  The  percentage  of  children 
was  said  to  have  ris^^^fdiiy  from  mid-May  .-^'A  recent  influx  of 
approximately  15,000  g^^^ptge  Cuban  refugee  children  can  be  derived  by 
applying  the  5-17  brackef^percentage  to  the  "boatlift'1  total  of  125,000. 
The  Task  Forced  August  report  notes  low  levels «of  proficiency  in 

365/   Immigration   and*  Naturalization   Service,'  .-Department   of  Justice, 
J Alien  Address  Program  unpublished  tables   (Jan.   1980)  [hereinafter 
cited  as  INgj .  *  , 

366/  Bureau  of  the  Census,  Department  of  Commerce. 
367/  See  table  p.  349,  supra,-  F 

368/  C/B*  Task  Force,  supra  note  340,  at  13.  «  V 
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English  and  of  etjucatiog  among  110,313  of  the  1980  Cuban  entrants:  two 
percent  to  five  percent  were  estimated  to  speak  English  and  the  average 
education  was  estimated  to  be  5th  ta  8th  grades*  The  occupational  back- 
ground of  these  refugees,  approximately  54  percent  of  whom  were  ra^^9 

aged   18  through   59,  was  theught  to  be 'primarily  in  manual  l^boj:,  

,  *  ' 

Haiti  . 

~P    . ■  v  ■  • 

There  jfga^e   223,000   to   325,ijD0   Haitians   in  th$  United  States  in  mid 

1979,          according  to  a  Senate  Judiciary  Committee  report,  though  only 

22,672  registered  as  aliens  in, January,  1980,  -New  York  C;ty  contained 

200,000   to  300,000   Haitians,  'by  far   the  largest  portion,  equaling 

1.1  perceat-.to  1.6*  percent  of  the  State's  *  197^- resident  population  of 

17,648,000  'Miami  had'8,000*to  10,000  Haitian  residents  an<|  ,approxi- 

mately  IS^JWO  others  were  lobatetd  elsewhere  in  the  country,  'An  addi- 
tional %1^WP  Haitians  are  &?Pyn  to  have  arrived  during  the  first  half 

of   1980,  'at   least  ^50lh —  of  whom  can   be   added   to  the  Committee 

Report's  ftiami  figure.  Of  the  8,000  Haitians  apprehended  between  1924 
and  the  beginning  of  1980  for. illegal  entry,  550  have  been  deported.  

Information  on  'the  characteristics  of  the  Haitian^alien  population  is, 
at  the  roqpent,-  limited  ,to  that  gleaned  frgra  preliminary  evaluation  of 
data  compiled  on  the  1980  entrants.  The  Cuban/Haitian  Task  Force  of  the 
Department  of  State,  which  is  currently  analyzing  this  data,  has  stated 
that  these  Haitians1  are  mostly  single  males  between  20  and  40  years  old. 
Females  make  up  20  to  25  percent  of  the  total, 

s 

MiMii's  Ccromunity  Action  Agency,  one  of  the  sources  for  the  Cuban/ 
Haitian  ^Tcisk  Fgrce's  information,  has  records  of  10,343  Haitians  who 
arrived  from  April  17  to  Kovember  28,  1980,  Males '16  to  43-years  of 
age  made  up  about;  80  percent;  males  under  12  years  of  age  made  up 
approximately  eight  percent,y  Approximately  §5  percent  of  the  Haitians 
surveyed  could  neither  read  nor  write  English,  95  to  98  percent  were 
thought  to  have  been  laborers  in  Haiti,  and  the  average  level  of  educa- 
tion, according  ta  the  CAA,  was  second  to  fifth  grades,  5 


369/  Cuban/Haitian  Task  Force,  Department  of  State,  Cuban  Entrant  Data 
Report  2  (Aug,.  1980), 

World  Refugee  Crisis,,  supra  note  361, 4 at  218. 
INS,  supra  note  365. 

World  Refugee  Crisis,  supra  note  3§1,  at  218, 
Bureau  of  the  Census,  Department  of  Commerce.  « 
World  Refugee  Crisis,  supra  note  361,  at  218. 
Overview,  supra  note  360,  at  54; 

Office  of  the  U.S.  Coordinator  for  Refugee  Affairs,  Department  of 
State,  Report  to  the' Congress  Regarding  Cuban  and  Haitian  Entrants 
17  (Sept.  1980).       ,  .  . 

John  Tenhula, 


377/ 


'Boat  People"  Flee  Haiti  to  O.S«,    in  World  Refugee 


Survey,  supra  note  331,  at  52. 
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U.S.S.R. 

The  Council  of  Jewish  Federations,  in  unpublished  ORR/HSS  tables,  has 
totals  of  25,034  and  21,027  Soviet  Jewish  refugee  arrivals  for  fiscal 
years  1979  and  1980*  The  Hebrew  Immigrant  Aid  S6ciety  {HIAS),  whi£h 
assists  nearly  all  the  Soviet  Jews  entering,  the  United  States,  has 
stated  that  14,568  arrived  ^during  the  first  nine  months  of  1980,  The 
following  table  lists  the  pearly  totals  of  HIAS-assisted  Soviet  Jewish 
refugees  from  1975:*     ^  -      *     fc  'a  * 

-  1975. .Y...*/.5, 250 

1976  5,512 

1977...*  6,842 

\  ^  -  1978,,;  12,265 

*'         1979  28,794 

*  1  Source:  HIAS 

'  *~ 

rae  Wotld  Refugee  Survey  shows  .4/750  Soviet  Armenians  in  the  United 
States  at.  the  beginning  of  1980,  though  i.ts  count  of  only  30,000  Soviet 
Jetfistj7^fugees  may  indicat^fhat  these  m  are  actually  totals  for  1979 
only. — =_The  IKS  Alien  Address  Program.  ta"btfes  have  a  total  of  13,725 
Spviet  refugees  in  the  countfy  in  January  1980, 

Soviet  refugee  admissions  for  fiscal  year  1980  were  expected  to  be  abouC 
30,000,  according  to  -OCRA^ihich  has  proposed  that  33,000  be' admitted 

during  fiscal  year  1981.  'Soviet  authorities",  however,* are  apparently 

putting  tighter*  restrictions  on  emigration.'    A  November  19,"  19,80  ftews 
dispatch   indicated  exit  visas  were  being   issuedQ/at  half  .the  rate  bf 
'1979  when  50,000  people  were  allowed  to  emigrate.—'  ' 

A  representative  of  the  Tolstoy  Foundation,  which  assists  Russian 
refugees,  has  *  stated  that  most  wish"  to  be  settled  in  specific  urban' 
areas  aod  that  usually  ^his  is  done.  Soviet  Jews  favor  New  York  City, 
Chicago,  Los  Angelas,  and  Sap-Francisco,  while  Soviet  Armenians  prefer 
Los  Angeles,  Of  the  Soviet  Jewish^ refugee  arrivals  in  fiscal  year  1$80, 
according*  t9  the  Council  of  Jewish  Federations, ^.'44. 2  percent  ini- 
tially settled  in  the  State  of  New  York,>0T2  percent  in^  California, 
and  8.1  percent  in  Illinois. 

v  i 

Almost  half  of  the -So^^t  Jewish  refugees  assisted  by  HIAS  in  1979  were 

21  ^to  50  years  old.  ( Those-  under  the  age  of ^21  constituted  26.8 

percent,  14.7  percent  were  under  11,  and  8.3  percent  were  in  the  six  to 
ten-year-old  bracket.  J 

 ,  '  f  •' 

278/  Br\ice  Leimsidor,  Hebrew  Immigration  Aid  Society,  Refugees  Leave 
Soviet  Union,  in  World  Refugee  Survey,  supra  note  331,  at  36 
[hereinafter  cited  as  Leimsidor] . 

379/  proposed  Admissions  FY' 1981,  supra  note  341,  at  7.  & 

380/  Washington- Post  (Nov.  19,  I98lf)\ 

381/  ORR/HHS,  supra  no&  346.     ~~  " 

382/  Hebrew  Immigrant  Aid  Society,-  Analysis  of  HIAS-Aasisted  USSR 
Arrivals  in  th'e  United  States^ January  1  -  December  31^1979, 
unpublished  [hereinafter  cited  as  HIAS  1979  Analysis] . 

/    -  *  ✓ 
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Soviet  Jewish  refugees  in  general^  tend  to  be  better  educated  than  the 
recent  Indochinese,  Cuban,  or  Haitian  entrants.  According  to  BIAS ,  "the 
roost  distinctive  aspect  of  this  migration  may  welLJ^.  the  high  educa- 
tional level  of  both  men  ancl  women  family  members." — r  Forty  percent  of 
the  Soviet  Jewish  refugees  of,  working  age  are  estimated  by  BIAS  to  havh 
university  educations  '  and  38  percent  of  the  1$79  BI£S-assisted  Sovi- 
et Jewish' arrivals  were  listed  under  the  occupational  headings  pf  "Pro- 
fessionals," ^lgineers,"  "Technicians,"  or  "White  Collar"  ik  a  recent 
data  analyis. — —  ~  ♦ 

Undocumented  Aliens 

 '    "  r  V 

Illegal  aliens,  now  more  commonly  referred, to  as  "undocumented  aliens," 
wete  defined  in  a  June,  1977,  Bouse  Judiciary  Committee  report: 

Illegal  aliens  are  persons  of  foreign  nationality  who  have 
entered  the  United  States  unlawfully*;  or  who,  after  legal 
f      entty,   have  "violated  the  terms  of   their   admission,  gen- 
erally^ overstaying  and/or  accepting  unauthorized  employ- 
ment.——  *  -  0 

This  definition  is  followed  by  the  statement  that  no  reliable  estimates 
are  available  on  the,  total  illegal  alien  population  in  the  United 
States*  Such  an  opinion,  is  echoed  in  a  background *|Taper  for  the  £tudy 
of  the  undocumented  alien  problem  by  the  Select  Commission  on  Immigra- 
/  tion  and  Refugee  Polic^: 

*  * 
No  {data  on  the  number  and  types  of  all  illegal"  workers] 
exists;  estimates  of  the  size  of  the  illegal  popul'aton 
contain  large  errors  "and  do  not  permit  sufficient  regional 
disaggregation '  for  multivariate  cross-sectional  analysis; 
no  annual  ti^^series  on  -  fcheV  total  illegal  migrant  popular 
,  *  tion  exists.  ■  \ 

A  special  paper  on  illegal 'residents  in  the  United  States  submitted  by 
the  Census  Bureau  on  January  31,  1980,  -to  the  Select  Commission  entitled 
"Preliminary  Review  of  Existing  Studies  of  the  Number  *of  Illegal  Resi- 
dents in  the  United  States," .  contained  the  statement  that  "there  are 
currently  no  reliable  estimates  of  the  number  of  illegal  aliens  in  the 
United  Stales  or  of  the  net  volume 3gg, illegal  immigrants  to  the  United 

States  in  any  recent  past  period*"  Similar  statements  were  repealed 

in  every  relevant  document  reviewed  by  the  Commission* 

383/  Leismidor,  supra  note  378. 
"  384/  Id .  f  . 

385/  BIAS  1979  Analysis,  supra  rfote  382. 

386/  Congressional  Research  Service,  Illegal  Aliens:  Analysis  and  Back- 
aground,  Bouse  Committee  on  the  Judiciary  1  (Comm.  Print  June  1977) 
[hereinafter  c£ted  as  Illegal  Aliens) . 

387/  Select  Commission  on' Immigration  and  Refugee  Policy,  The  Economic 
Impacts  of  Illegal  Migrants  5  (unpublished)'. 

388/  Jacob  S.  Siegel,  Jeffrey  S.  Passel,  and  J.  Gregory,  Robinson, 
Preliminary  Review  of  Existing  Studies  of  the  Number  of  Illegal 
Residents  in  the  United  States,  Bureau  of  the  Census,  Department 
of  Commerce  2   (Jan.  31,   1980)    [hereinafter  cited  as  Siegel] . 
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The  Immigration  and  Naturalisation  Service  Is  the  ultimate  source'  of 
most  data  on  undocumented  aliens.  The  reasons  INS  figures  are  ridt  very 
useful,  according \to  the  House  Committee  report,  are' that  offenses  are 
recorded— not  offenders;  the  figures  are  apparently  a  function  of  INS 
funds  and  manpower;  and  because  these  funds  are  limited,  the  numbers 
reflect  INS  enforcement  priorities.  One  example  of  how  the  INS  totals  , 
can  be  distorted  by  these  factors  is  that  because"  the  INS  maintained  no 
overnight  facilities  for  women  at  least  as  late  as  1976,  INS  agents  were 
usually  1  reluctant  "to  apprehend  them.  Another  i's  the'  INS  force  con- 
centration on  the  Mexican  border  because  of  the  priority  of  enbry 
prevention.  "fr.       ,  , 

*■ 

The  authors  ,of  the  Census  Bureau',s  "Preliminary  Review"  termed  INS' 
estimates  of  8.2  million  illegal  residents  in  the  Dnited  states  in' 1975 
and  six  million  in  1976,  "iterative  informed  guesswork"  and  "synthetic 
speculation,"  respectively.  INS  "estimates  ranged  from  one  to  12  million 
in  the  oeriod  from  1973  to  W.—'The  INS  itself  is  the  fisst  to  admit 
that  sbch  data  is,  to  spme  degree,  educated  speculation,  And  in  1978 
began  a  Residential  Survey  of  the- foreign-born  population  in  order  to 
gather  "harder"  data.  The  results  of  this  survey  are  not -yet  avail- 
able. The  authors  of  the  "Fzpeliainary  Review"  offer  "cautious  spec- 
ulation" of  their  own  that  the  total  number  of  illegal  residents  in  ttfe  * 
United  States  in  1978  "is  almost  certainly  below  6.Q  millipn,  and  may 
be  substantially  less,  possibly  only  3.5  to  5.0  million."—' 

The  following  INS  table  presents  yearly  illegal  alien  figures  from  1961 
to  1980;  " 

DEPORTABLE  ALIENS  LOCATED,  YEARS  ENDED  JUNE  30, 
1961-1976 ,  * TRANSITION  QUARTER  JULY-SEPTEMBER  1976*, 
*  AND  YEARS  ENDED  SEPTEMBER  3oT  1977-1980 

'  Deportable-*- 
*  'period        %   aliens  located* 

1961-f 980  *  9,927,648 

\            '                  1961-1970  4 1,608,356 

1561  %  88,823 

1962  92,758 

1963  *  88,712 
*  1964  86,597 

i  '  1965  *  110/371 

-      tl$66  '  138,520  *  * 

1967  161,608  t 

.*  19^  ~  212,057 

1969  .#83,557  ,  / 

1970  3*5,353 


The  1960  figures  are  for  total  deportable  aliens 
located,  including  crewman  violators.  \ 


389/  Illegal  Aliens,  supra  note  386 9  at  3, 

390/  Slegcl,  supra  note  388,  at  19.    These  and  other  estimates  by  siegel 
are  not  official  estimates  of  the  Bureau  oftthe  Census. 
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. DEPORTABLE  ALIENS  LOCATED,  YEARS  ENDED  JUNE  30, 
19S1-1976,  TRANSITION  QUARTER  JULY-SEPTEMBER  1976, 
♦  AND  YEARS  ENDED  SEPTEMBER  30,  1977-1980 

(continued)  * 


m 

uepOT ZaulQ 

jferioa 

aliens  .located 

1971-1980 

8,319,292 

1971 

420,126 

1972 

505,949 

1973 

655,968 

1974 

788,145 

1975 

766,600 

1976  x 

•  875,915 

1976* 

219,618 

•1977 

1,042>215  * 

1978 

1,057,977 

1979 

1,076,418 

1980 

910,361  ■ 

^^^^         .*    Transition  quarter. 

Source:  INS.  #        -  ^ 

The  alien  apprenhensions  in,  1975,  indicated"  by  the  preceding  tabler^ 
766,1>00— were  alrost  twice  the  amount  of  legal  Immigrants  that  ye£rt^-- 

The  origin  of  most  aliens  apprehended  by  the  INS  is.  Mexico.  A  report 
published  in  1975  by  Lensko  Associates*,, under  contract  to  the  INS,  esti- 
mated the  illegal  Mexican  resident  population  at  about  5.2  million.^^ 
Most  Mexican  undocumeated  aliens   are  believed   to  be  located   in  the 

southwestern  United  States.  -  The  following  tables  reflect  the  degree 

to  which  Mexicans  constitute  a  majority  of  the  aliens  apprehended  and 
the  origins  of  the  others:  *  # 


V 


DEPORTABLE  ALIENS  JffcATED,  FISCAL  YEARS  1975-1! 


total 

i 

Mexican 

Mexican  *as  per- 
cent of  total 

•766,600* 

680,392 

89 

1976* 

.  875,915 

781,474- 

89  . 

1976 

219,618 

198,553 

1977 

1,042,215 

954,778 

*        -92  •  » 

1978 

1,057,977 

976,667 

92  „ 

1979 

1,076,418 

998,830 

,93     f  * 

1980 

910,361 

817,479 

^90 

/ 

*  Transition  quarter. 


391/  Illegal  Aliens,  supra  note  386,  at  3. 
392/  Id . 

393/  Siegel,  supra  note  388,  at  17. 
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*  DEPORTABLE '  ALIENS ,  BY  NATIONALITY,  FISCAL  YEAR  1980 

NATIONALITY  '  , 

•  'All  countries 
Europe 

Greece 

Italy 

United  Kingdom 


Other  Europe 
Asia  \ 
}  China 

Philippines 

Other  Asia  * 
North  America 

Canada 

Mexico 

B.W.I,  and  BelJrze 
Dominican  Republic 
El  Salvador 
Guatemala 

Other  North  America 
South  America 
Colombia 
Ecuador 

Other  South  America 
Africa 

Other  Nationalities 


Source:  INS 


1 


It  must  be  reiterated  that  the  INS  figures  it  these  tables  a*e  actually 
numbers  of  apprehensions;  thus  there  is  the  possibility  that  these  num- 
bers may  reflect  multiple  counts  of  single  aliens.  Also,  INS  enforce- 
ment focuses  on  the  Mexican  border.  The  author^  of  the  "Preliminary 
Review,"  after  studying  vM  figures  and  the  half  dozen  undocmented  alien 
studies  and  analyses  Conducted  throughout  the  1970's,  concluded  t£at  "it 
does  Aot  appear  that  there  is  a  substantial  amount  of  permanent  movement 
of  illegals  to  the  United  States  from -Mexico."     They  argued  that  the 

^seasonal  return  flow  to  Mexico  is  almost  as  large  as  the  flow  to  the 
United  States.  In  other  words,  illegal  Mexican  aliens  who  are  statisti- 
cally indicated  as  being  in  the  United  States  on  what  is  implied  to^be  a 
permanent  basis  are,  in  fact,  unlike  most  non-Mexican*  undocumented 
aliens,  not  always  in  the  United  States.    They  are  migrants  Recorded  as  * 

^residents.  The  authors  of  rthe  "Preliminary  Review"  est&ate  the  Mexican 
illegal  resident  population  to  be  "almost  certainly  less  than  3  million" 
and  possibly  only  1.5  to  2.5  million. 

^According  to  a  1976  undocumented  alien  dat£  summary  by  North  and  Hous- 
toun,  Mexican  illegal  aliens -jtt^usually  recorded  as  adult  males  with 
average  age' of  27-28  years.  (  m  another  study  prepared  by  North 


an 

and 


394/  Illegal  -Aliens,  supra  note  386,  at  12. 
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Hfcustoun  for  the  •Department  of  Labor  ia  1376>  a-s-wgij/as  in  "studies' by 
Dag$dag  in  1975/ and  Reicheft  and  Ma$sey  tn,  1979>  about  7|  percent  of 

illegal  Mexican'  migrants  are*  malss  15  to  44  years,  of  age.         (The  low 

percentage  of  women  can,  perhaps,  be  partly  explained  by  the* previously 
mentioned  lack  of  INS  female  dentention  -facilities.)  In  their  Depart- 
ment  of  Labor  study,  North  and  Houstoun  estimated  an  average  of' 4.9 
years  of  schooling  for  the  Mexican  and  that  76.4  percent  did  not  speak 
English.— /  « 

The  non-Mexican  component  of  the  the  illegal  resident  population, 
accdrding  to  the  "Preliminary  Review, "  ^omes  primarily  from  Haiti,  the 
Dominican  Republic,  and  South  America.  ,  Secondary  sources  are  Asia, 
particularly  the  Philippines,  ar^d  Africa,  The  previously  noted  estimate 
o£*a  total  Haitian  population  of  223, OOp  tQ  325,000  compared  with  the 
INS  1980  Alien  Address  Program  figure  of  only  ^22,672  Haitian  alien 
registrants_seems  to,  reinforce  the  findings  in  tfie  "Preliminary  Review" 
that  Haiti  i^  a  primary  source  of ^illegal  aliens  in  the  United  States. 

Most  non-Mexican  undocumented  alien  residents,  it  is,  believed  by  the 
authors  o§  the  "Preliminary  Review,"  ent^r  the  United  States  with  legal 
status  and  violate'  the  time  limits  of  their  visas  or  enter  with  fraudu- 
lent documents.  They  very  tentatively  estimate  the  number  of  non- 
Mexican  fraudulent  entrants  combined  with  the  undocumented  aliens  who 
entered  without  inspection  Jay  the  INS  to  be  leSs  than  a  few  million. 
The  number  of  those  non-Mexicans  who  have— over  stayed,  or  otherw.i^e 
violated  the  terms  of  their  visas  are  estimated  to  "number  in  the 
millions,"  'depending  on  the  definition  of^  visa  violation.  These  esti- 
mates indicate  that  the  non-Mexican  illegal  aliejv-  population  makes  nip  a 
larger  share  of  the  total .  illegaLalieiL  population  than  is  commonly 
believed.  The  authors  offer  the  statement  that r^rr. non-Mexican'  illegal 
immigration  may  add  to  the  permanent  resident  population  to  a  far 
greater  -extent  than  the  Mexican  migration  flows. t 

Most  non-Mexican  undocumented ^ ali^s^|^e  believed  to  be  located*in  the 

urban  areas  of  the  Midwest  and  East.  (The  demographic  characteristics 

of  Haitians  in  the  United  States  have 'already  been  noted.  Limited  in- 
formation exists  on  the  other  groups.  ^  The  North-Houstoun  Department  of 
Labor  study  contained  an  estimate  that  non-Mexican  western  Hemisphere 
undocumented  aliens  had  an  average  of  8*7  yeacs  of  schooling  and  that 
53.2  percent  did  not  speak  English.  Eastern  Hemisphere  undocumented 
aliens  had  a  average  of  11.9  years  of  formal  eduction  and  16.2  percent 
did  not  speak  English.  ThTs  same  study  showed  that  norf-Mexican  undocu- 
mented aliens  tend  to  enter  the  United  States  with  their  families  whil^ 
Maclean  undocumented  aliens  teqd^  to  enter  without  their  families.  ' 


395/  Siegel,  supra  note  388,  at  15.  * 

396/  Illegal  Aliens ,  supra  note  386,  at  13*. 

397/  Siegel,  supra  ffote  388,  at  17. 

398/  Illegal  Aliens,  supra  note  386,  at  13. 
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Overview  of  Federal-  Assistance  to  flgEugees  and  Cuban/Haitiah  Entrants 

In  the  first  nine  months  of  1980,  approximately  126,000  Indochinese, 
125,000  Cubans,  15,000  Haitians,  and  14,500^  Soviet  Jews  arrived  in  the 
United  states.  These,  the  major  refugee  groups  in  1980,  total  280,500. 
For  fiscal  year  1980,  an  additional  tot^l,  of  30, 200  refugees  were  ex- 
pected from  elsewhere  in  Latin  America,  Asia,  Eastern  Europe,  the  Middle, 
Bast,  and  Africa.'  Admission  levels  proposed  by  the  Office  of*  the  U.S. 
Coordinator  for  Refugee  Affairs  (OCR£)  for  fiscal  year  1981  indicate  a 
continuation  of  the  1980  Indochinese  resettlement  rate  of  14,000  per 
©onth,  for  a  total  of  168,000.  The  proposed  refugee  figure  for  the 
Soviet  Onion  is  '33,000.  Levels  for* other  areas  bring  the  total  proposed 
refugee  admission  level  to  approximately  217,000, 

The  Refugee  Act  of  19^0,  Public  Law  96-212,-^^contains  a  comprehensive 
framework  for  'developing  refug.ee  policies,  procedures  and  programs  in 
the  United  States,  SectignSJOl (b)(1)  through  (9)  of  the  Refugee  Act  of 
1980,  Public  Law  96-212, — ^established ;  and  directs  the  Office  of  the 
U.S.  Coordinator  fo^Refugee'  Affairs  toir- 

1)  provide  overall  united  Statea  refugee  policy; 

2)  coordinate  international  and  domestic  admission  and  resettlement 
programs;  i 

3)  design  the  overall  refugee  budget  .strategy  with  policy  guidance  to 
Federal  agencies; 

J  '  ' 

4Kpresent  the  administration's  refugee  policy  and  its  relationship  to 
Federal  -agencies1  budget  requests  to  the  Congress; 

5) ^  advise  th^President,  the  Secretary  of  State,  t^e  Attorney  General, 
'arid  the  Secretary  of  Health  and  Human  Services  on  the  relationship  of 
Tthe  overall  refugee  policy  to  the  admission  and  resettlement  of  refu- 

gee^in  the  United  StattgA*  ~  v. 

f  *  * 

6)  represent  the  United  states  to  other  governments  and  international 
organizations  concerning  the  refugee  issues; 

7)  act  as  a  liaison^ between  the  Federal  Government,  voluntary  reset- 
tlement agencies,  governors,  mayors,  and  others; 

8)  rd^mmend  to  the  President  Federal  priorities  concerning  the  adrais-^ 
sion  of  refugees;*  and 

9)  review   Federal   regulations/  guidelines,    requirements,    and  pro- 
cedures. 

1  ,   (  ■ 

399/  Refugee  Act  of  ,1980,  Pub.  L,  No.  96-212,  94  Stat.  102-118  {amending 

22  O^SsC.  S2601-2605  (1975)). 
400/  Refugee  Act  of  1980,  Pub.  L.  No,  96^212,  SS301(b) (1)  to  301(b)(9), 

94  Stat.  109-110,  I 


-1 

I 


1 
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Although  the  Refugee  Act  of  1980  established  the  framework  fpr  selecting 
groups  of  refugees  abroad  for  admission  to  the  United  States,  the  Act 
did  not  take. into  account  the  massive  and  uncontrolled  influx  of  Cubans 
and  Saitians  to  the  shores  of  Florida  beginning  in  April*  1980.  Approx- 
imately 140,000  Cubans  and  Haitians  have  entered  the  Uni:^d  States.  The* 
Gubans  and 'Haitians  who  arrived  in  the  "boat  lift"  .were  by  law  un- 
documented aliens  seeking  asylum  in  the  United  States.  The  Federal 
Government  requires  a  strict  examination  for  those  persons  seeking 
asylum,  including  a  case-hy-cas^r eview  of  each  applicant  seeking 
asylum.  The  Cuban  and  Haitian  arrivals  were  left  *fn  limbo- without  the 
proper  overseas  processing  and  valid  documentation  which  presently 
exists  as  th£  Federal  mechanism  for -screening  asylum  applicants.-  As  a 
r&auit,  the  Cubans  And  Haitians  were  ineligible  for  Federal  assistance, 
and,  by  present  standards  for  granting  asylum,  wre  prevented  from 
qualifying  for  admission  under  that  category.  The  Administration^ sought 
a  balance  between  protecting0  the  lives  of  Cubans  and  Haitians  and 
enforcing  standing  immigration  laws. 

Pending  permanent  legislative  solutions,  the  Administration,  on  June  20, 
1980,  announced  that  the  parole  of  Cubans  and] Haitians  pho  arrived  in 
the  United  States  between  April  21  and  June  19,  1980,  and  whose  asylum 
Requests  were  pending  in  IKS  proceedings,  be  renewed  for  six  months, 
The^Cubans  and  Haitians  would  be  eligible  for  Federal  assistance  such  as 
Aid  for  Families  with 'Dependent  Children  (AFDC) ,  Medicaid,  and  Supple- 
mentary Security  Income  (SSI)  und£r  the  entrant  status. 

r 

For  fiscal  year  1980,  the  Administration  requested  a  supplemental  appro- 
priation of  $385  million  to  provide  fund's  for  processing,  maintenance, 
transportation,  initial  relocation,  health,  and  education.  The  actual 
fiscal  year  1980  supplemental  appropriation  was  $346  million. 

Ambassador  Victor  H.  Palimeri,  appointed  by  the  President  to  the  post  of 
U.S.  Coordinator  for  Refugee  Affairs,  chairs  the  Interagency  Committee 
for  Refugee  Affairs.  *  The  Committee  ^consists  of  representatives  of  all 
Federal  agencies'  involved -in,  and  responsible  for,  the  domestic  refugee 
.programs.  Those  agencies  are  the  Departments  of  Commerce,  Defense, 
Education,  Health  and  Human  Services,  Housing  and  Urban  Development, 
Justice,  Labor,  and  State,  as  well  as  representatives  from  the  Central 
Intelligence  Agency,  Domestic  Council,  Office  of  Management  and  Budget, 
and  the  National  Security  Council,  tfable  I  gives  a  budget  overview  of 
all  refugee  assistance  which  is  expected  to  amount  ,to  a  total  of  $1.4 
billion  in  fiscal  year  1980.  The  estimated  costs  of  refugee  assistance 
in  fiscal  yea-r  1981  for  each 'Federal  agency  program  (as  shown  in  Table 
II)  -are  projected  to*,be  $1^6  billion.  The  budget  for  the  office,  of  the 
U.S.  Coordinator  fo.tf'  R|^uqee  Affairs  in  fiscal  year  1980  and  1981  is^ 
approximately  $550,000. — - 


401/ ^Office  of  the  U.S.  Coordinator  for  Refugee  Affairs. 
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1  TABLE  I  V  „ 

,    FISCAL  YEAR  1980  BUDGET  OVERVIEW  1 
^  "  PROJECTED  COSTS  OP  REFUGEE  ASSISTANCE 

\ 

t      \    (in  millions  of  $)  ' 

.   \        '  ,  %  \  " 

Indochinese  Resettlement        ;  *   1  i 

Soviet,  Eastern  European  and  Other  Resettlement  62 

FJM980  Cost  of  FY-1980  Refugee  Admissions— -HHS  244* 

Estimated  Cost  of  Pood  Stamps  for  PY-1980  Admissions        "  .  50* 

t  SUBTOTAL  $568 

PROJECTED  COSTS  OF  ^UBAiJ/HAITIAN  ENTRANTS 

~  (in  millions  \i  $)  / 

Processing,  Transportation,  and  Car£  and  Maintenance    ^     -  $346 
Resettlement  '  A 

State  and  Local  Government 


39 
100 

SUBTOTAL    *  $485 


U.S.  CONTRIBUTIONS  TO  INTERNATIONAL  REFUGEE  RELIES 

(in  millions  of  $f—  ' 

Indochina  Assistance                      „  $  50 

Kampuctvean  Famine                        •  *               m  ^7 

Africa                                      %s  55 

Middle "East                                                   *  22 

United  Nations  Relief  and  Works  Agency  52 

Food  for  Peace  (estimate)      *  I  100 

Other  *1q 


SUBTOTAL  $406 
TOTAL      $1,459    billion  ' 

*  The  cost  will  be  approximately  twice  this  in  fiscal  year  1981  since 
refugees  admited  in  fiscal  year  1980  will  be*  receiving  services  for 
Jthe  entire  fiscal  yea? .  fn> 

1  .  :>       '  ■ 

Source:  Office  of  the  U.S.  Coordinator  for  Refugee  Affairs 
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TA5LE  II 


ESTIMATED  COSTS  OP  REFUGEE  ASSISTANCE  IN  FISCAL  YEAR .  1 1 
*  '  (in  millions  $) 


FEDERAL  AGENCY  PROGRAMS 

Department  of  State: 

Care  and  Maintenagg^  .of 

Refugees  Abroad  

Admissions  Processing 
Transportation  to  U.S. 
*    Initial  Reception  and 

Placement  Grants  r 
Administrative  and  Operatipnal 
Other  International  Programs 
•  Subtotal 


COST  FY  1981        TOTAL  FY  5981 
,402/ 


ARRIVALS-: 


169.00 
Y4. 75 
M32.40 

105.95 
5.00 
0.00. 


427.10' 


COSTS 


169.00 
14.75 
132.40 

105.95 
5,00- 
105.20 
532.30 


r 


Department  of  Health  ,and  Human  Services: 
Office  of  Refugee  Resettlement  (ORR)^ 
Cash  Assistance 

Supplemental  Security  Xjjdfeme 

(State  Supplementation) 
Aid  to  Unaccompanied  Minors 
Medical ^Assistance        /  , 
*  Social. Services 
State  Administrative  Costis 
Educational  Assistance?— 
Voluntary  Agency  Program  (Aid  to 

Non-Cuban,  Non-Indochinese) 
Preventive  Health  »  « 

Center  for  Disease  Control 
Health  Service  Administration 


60,.  6  0'.  . 

269.40 

(K30)' 

(5.00) 

(2.00) 

(4.8<J)' 

2&.50 

139.40 

70,40 

93. 7d 

11.30 

4$. 60 

19.50 

44.30 

26.00 

26'.  00 

7.80 

7.80 

(3.00) 

(3.00)- 

(4.80) 

(4.80) 

402/  The  198.1  appropriations  now  pending  before  the  Congress  wilX 
provide  funding  for  the  admission  of  210,000  refugees  to  the  United 
States.  ^  The  Administration  will  attempt  to  meet  any  additional 
costs  associated  with  the  revised  admissions  for  fiscal  year  £981 
by  reprogramming.  If  necessary  the  Administration  may  have  to 
seek  supplemental  appropriations. 

403/  This  figur'e  may  overstate. the  cost  of  care  and  maintenance  for  ref- 
ugees resettled  in  the  United  States  in  fiscal  year  1981;,  since  it 
repesents  TJnited  States  contributions  to  international  and  private 
organizations  whose  caseloads  also  include  refugees  not  destined 
for  the  United  States.  However,  in  some  areas  such  as  Southeast 
Asia,  the  majority bof  the  refugees  resettled  leave  for  the  United 
states,  yet  third-country  contributions  account  for  70  percent  of 
the  budget  for  the  Office  of  the  United  Nations  High  Commissioner 
for  ^Refugees.  #  ' 

404/  Administered  by  Department  of  Education. 
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■    TABLE  II  (cont.)  .\  * 

ESTHJATED  COSTS  OP  REFUGEE  ASSISTANCE  IN  FISCAL  YEAR*  1981 

(in "millions  $) 


FEDERAL  AGENCY  PROGRAMS 

Dept.  of  Health  &  HCftnan  Services  (coflt.) 

Applicants  for  Asylum 
Federal  Administration 
Cuban  Phasedown  Program 
Subtotal 

Ai&  to  Families  With  Dependent  Children 
Supplemental  Security  Income  (Federal) 
Medicaid 

Other  HHS  Subtotal 

Department  of  Agriculture; 

Food  Stamps  Program  and 
Other  Programs 

Department  of 'Education* 

Immigration  &  Naturalization  Service 

1  -  ■  :**  - 

Agency  for  International  Development 
Food  for  Peace*  % 

Department  of  Defense 

Department  of  Commerce 


Department  of  Housing  and 
Prban  Development  

\  Department  o*f  Labor 
# 

Departmertt  of  Justice 
ACTION 

FEDERAL  GOVERNMENT  TOTAL 


COST  FY  1981 
ARRIVALS 

0.00  . 
o'.oo  _ 


225,20' 

N  9.20 
3.90 
6.00 
19.10 


36.50 


2,50 


0.00 

7*1.90 


TOTAL  FY  1981 
COSTS  .  • 


12.00 
44.80 


693,60 
41 .00 

n.40 

26.50 
84.90 


175r00 


33.00 

'  2.50s 

87.10 
*  4.00 
0.30 

17.60 

53.00 

1.50 

1.50 
1,687.30 


v  *  These  figures  are  JsasetJ  on  .estimates  by  Federal  agencies  as  of 
-^February  15,  1980.     Funding  is  generally,  not  earmarked  specifically 
*    for  refugees,  nor  is  an  estimate  of  costs  for  j£81  arrivals  versus  . 
prior  arrivals  available-.      -  ~ '  '  _  ,  * 


Source*  Office  of  the  tf;S.  Cqordinato^  for  Refugee  Affairs 

* 
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The  Department;  Qf  State  is  primarily  involved  in  the  initial  relief  and  • 
resettlement  of  refugees.  Such  activites  are'  developed  and  programmed 
by  the  Department  under  the  auspices  of  the  Bureau  of  Refugee  Affairs 
and  carried  out  by  11  voluntary  agencies  under  contracts  The  voluntary 
agencies  participating  in  *  the  agreement  teceive  a  grant  of  several 
hundreds  ofc  dollars  per  refugee  for  initial  reception  and  placement 
services*  These  agencies  also  find  sponsors  for  the  refugeeSVf rom 
local  communities.  The  purpose  for  sponsoring  refugees  is  to  aicf  in 
their    becoming   economically  self-^uf iicient   as  quickly   as   j>gssible.  \/ 

* 

The   1980  estimated  expenditure  of  domestic  resettlement  for  refugees 
from  Indochina  will  be.  $215*  million  and  for  the  refugees  from,  the  Soviet 
Union  and  Eastern  Europe   the   expenditure   is   expected  to   total  $268 
million.    Table  III  gives  a  detailed  listing  of  program  activities  an£^^ 
expenditures  for  both  domestic  programs  administered  by  the  Bureau  of  , 
Refugees  Programs ,  ^Department  of  State. 


TABLE  III 

BUREAU  OP  REFUGEE  PROGRAMS,  U.S*  DEPARTMENT  OP  STATE—BUDGET 


Programs 

Program 
Activities 

1981  Estimated 
Expenditure 

1#81  Appropri- 
ation Request 

Increase  or 
Decrease 

1)  Domestic 
"  Indochinese 
Refugees 
Program 

a.  Selection  & 
documentation 

# 

b.  Resettlement 
movemeofcs 

_ —  r- 

$  9,596,977 
$121,461,000 

$  9,500,000 
$121,800,000 

$  -96,977 
$  +4,200,000 

c.  Reception  & 
placement  grants 

Subtotal 

$  84,000,000 

$  88,200,000 

$  +4,200,000 

7  $21«6,057*$77 

$219, 500, 00p 

$  H-4,442j023 

2)  Domestic  - 
Soviet 
Eastern 
European 
*nd  / 
Other  > 
Refugee 
Programs 
f* 

a.  Care  &  Mainte- 
nance, including 
selection  & 
documentation 

b.  Treyisportation 

emplacement  v 
grants 

Subtotal 
TOTAL- 

$  29,739,390 
• 

*  $  7,200,000 
$  16,061,500 
$  13,000,890 

$  37,118,000 

$  7,340,000 
$  15,330/000 
$  59,788,000 

$  +7,378,610 

$  +140,000 
$,  -931,500 
$  +6,787,110, 

$268,i358;867 

$279.,  288, 000. 

$+11,229,111 

Source:  Office  of  the  U.S.  Coordinatoj^or  Refugee  Affairs 
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Department  of  Health  and  Human  Services    _  1 

Jr 

Sections  411  and  412  of  the  1980  RefugeeSAct~/def  ine  the  responsibili- 
ties for  the  Office  of  Refugee  Resettlement  in  the  Department_as  provid- 
ing assistance^?  refugees  after  their'  initial  placement  in- various 
communities.  The'  Office,  pn  the  whole,  administers  social  services, 
cash  assistance,  and  medical  assistance  to  refugees  through  existing- 
•  Federal  programs-  which  are  administered  by  State  governments.  Addi- 
tionally, .the  Office  of  Refugee  Resettlement  administers  specific 
programs  for  refugees  from  Cuba,  the  Soviet  Onion,  and  other  countries. 

Social  Services.  Title  XX  of  th^  Social'  Security  Act—^  by  instruc- 
tions, specifically  set  out  for  Refugee  Social  Services  by  the  Office  of 
Refugee  Resettlement  authorizes  the  type  .of  social  services  available  to 
refugees,  in  fiscal  year  1979,  the  Office  obligated  nearly  531*5  mil-" 
lion  to  the  States,  for  social  services  for  Indochinese  refugees.  For 
fiscal  year  l^&L^the  Office  received  a,  total  of  $94*7  million  for  State 
social  services  programs.  However,  the  funds  fcor  fiscal  year  1980  are 
for  all  refugees  without  regard  to  geographical  origin.  For  fiscal  year 
1981,  the  Office  has  requested  an  appropriation  of  $93.7  million  for 
social  services  programs.  * 

Cash4^sist£nce.    Under  Section  41?(e)  of  Title  IV  of  the  1980  Refugee^ 

 needy  refugees  may  qualify  for  Aid  to  Families  with  Dependent 

Children  (AFDC)  and  Supplemental'  Security  income  (SSI)  if  ^they  meet  the 
established  eligibility-  guidelines..  The  Office  assumes  the  costs  'of 
cash  assistance  to  refugees  for  a*  period  of  three  years  after  they  enter." 
the  United  States.  The  Office  pays  for  100  percent  of  the  cfcsh  assist- 
ance cost  for  thoser  refugees  eligible  under  the  Refugee  Program  Assist- 
ance, and  reimburses  States' for  the  cost^  of,  providing  AFDC  benefits  to 
rgfragegs.- — The  Social  Sf*cnrity  Administration  payo^tho  Federal-  share  of — 
assistance  to  refugees  and  t*\e  Federal  benefit  to  SSI  recipient's. 
Finally,  the  Office  reimburses  states  for  any  supplementary  payments 
made  to  refugee  SSI  recipients,  - 

In  fiscal  year  1979,  the  number  of  monthly  .A£DC  refugee  recipients 
averaged  28,621  and  26,806  for  monthly  Refugee  Program  Assistance. 
Additionally,  an  average  of  2,8QG  cases  a  month  received  SSI  payments. 
The  Office  has  recorded  that,  as  of  February  1>  1980  approximately 
130,000  Indochinese  refugees  or  43.2  percent  were  receiving  some  form  of 
AFDC  or  Refugee  Program  Assistance.-2^ 

      f 

£05/  Refugee  Act  of  1980,  Pub;  L.  No.  96-212,  SS411  and  412,  94.  Stat. 

111*115.  i  ' 

406/  Refugee  Act  of  1980,  Pub.  h.  No.  96-212    $412  (e)  ,*  94  Stat.  114. 

Title  XX  of  the  Social  Security  Act.  • 
107/  Resettlement ,   supra,  note  338.     Part  A,  Title  IV  of  the  Social 

Security  Act;    Title  XVI  of  the  Social  Security  Act. 
408/  Office   of  Refugee   Reset tleratfrit,   Department  bf  Health  and  Human 

Services. 


In  fiscal  year  1979,  ther Office  reimbursements  to  States  for  AFDC 
refugee  recipients  totaled  $16. L million.  The* reimbursements  for 
Refugee  Program  Assistance  for  fiscal  year  1979  amounted  to  $39*6 
million.  According  to  the  Social>Security  Administration,  SSI  payments 
to  refugees  for  fiscalr.y^ar  1979  were  $4.8  million  and  the  Office  of 
Refugee  Resettlement  reimbursement  for  State  supplemental  SSI  benefits 
totaled  $2.9  million.  Administrative  reimbursement  to  States  totaled 
$8.9  million  for  fiscal  year  1979,  .also.  For  fiscal  year  1980,  the 
total  cash  assistance  appropriation  was  $165*.2  million,  and  additional 
supplemental  appropriation  totals  $16.8  million.  The  appropriation 
request  bythe  Office  of  Refugee  Resettlement  for  total  cash  assistance 
for  fiscal  year  1901  amounts  to  $266.5  miLlion. 

*• 

Soviet  and  Cuban  Refugee  Resettlement  Programs  «  The  Soviet  and  other 
non-Cuban,  non-Indochinese  refugee  resettlement  programs  provide  nation- 
al voluntary  resettlement  agencies  reimbursements  up  to  50  percent  of 
the  cost  to  resettle  such  refugees.  These  agencies ,are  allowed  a  maxi- 
mum of  $1,00?  per  refugee.^^These  Federal,  grants  allow  for  activities 
directed  toward  acculturation  in  order  that  the  refugee  achieve  irimedi- 
ate  employment  and  earnings.  In  fiscal  year  1979,  reimbursements  to 
voluntary  agencies  amounted  to  $26.7  million  .of  which  $25;7  million  wa 
used  by  agencies  serving  Soviet Jewish  refugees,  -th  fiscal  year  19 
the,  total  appropriation  was  $25  million.  The* fiscal  year  1981  appra 
ation  request  is  $24  million. 

The  Cuban  program  serves  those  Cuban ' refugees  who  entered  the'  United 
States  between  1959  4and  1979.  The  program  does  not  serve  *the  recent 
1980  Cuban  entrants.-^/rhose  Cuban  refugees  fitting  such  a  requirement 
are  eligible  for  cash  assistance,  medical  assistance,  and  social  servic- 
es, which  States  normally  provide  for  their  own  residents.  The  fiscal 
year-  1981  appropriation  request  is  $44,880,000  which  will  provide  for 
100  percent  reimbursement  to  States  that  administer  such  services  to 
Cuban  refugees  who  entered  the  United  States  after  September  JO,  1978. 
However,  reimbursements  for  those  Cuban  refugees  who  entered  before 
September  30>  1978,  for  the  aon-Federal  costs  of  'providing  cash  and 
medical  assistance,  are  prorated  from  fiscal  years  1980  to  1983.  T£e, 
phase-£own  levels  for  reimbursements  are  as  *fpllows:  fiscal  year 
1980—75  percent,  fiscal  year  1981—60  E^r^ent,  fiscal  year  1982—45 
percent,  and  fiscal  year  1983—25  percent.  

Medical  Assistance.  Title  IV  of  the  In&igratipiv  and  Naturalization 
Act^-^and  Title  XIX  of  the  Socialv  Security  Act~'grant  refugees  the 
right,  tb  apply'  for  medical  assistance  under  Medicaid.     The  eligibility 


409/  Id. 

410/  See  pp.  361-362,  supra. 
411/  Refugee  Act  of  1980,  Pub.  L.  No.  96-212,  S414{c),  94  Stat.  1X7. 
412/  Title  IV  of  the  Immigration  and  Naturalization  Act, 
413/  Title  XIX  cf  the  Social  Security  Act. 

~~      -  ' 
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criteria  for  'ho^-Medicaid  medical  assistance  is  established  under  HEW 
policy  instruction  SRS-AT-75-27  {June  9,  1975).  The  Medicaid  program  is 
administered  by  the  Health  Care  Financing  Administration  (HFCA)  and  is 
normally  an  expense  shared  by  both  the  States  and  the  Federal  .Gove rn- 
jnent.  However,  in  the  case  of  refugees,  the  portion  of  the  Medicaid 
costs  usually  paid  by  the  States  is  paid  by  the  Office  of  Refugee 
Resettlement,  which  covers  100  percent  of  fthe  costs  of  medical  assist- 
ance provided  to  needy  eligible  refugees  during  their  first  three  years 
in  the  United  States'.  Refugees  that  do  not  meet  eligibility  standards 
for  the  Medicaid  program  (Jthose  generally  eligible  for  cash  assistance 
qualify  for  Medicaid)  m^still  receive  medical  assistance.  This 
non-Medicaid  -medical  assistance,  which  is  the  same  service  offered  under 
a  state  Medicaid  program,  is  paid  at  the  full'  cost  by  toe  Office  of 
Refugee  Resettlement..  ^  — -~ 

Medicaid  costs  for  In'dochinese  refugees  for  fiscal  year  1979  amounted  "to 
$4.2  million.  *  Non-Medicald  medical  assistance  costs  were  $16.5  mil- 
lion. In  fiscal  year  1980,  the  refugee  medical  assistance  appropriation 
was  $82.0  million  wi €lP*a»-addi t ional  $8.5  million  supplemental  appropri- 
ation for  ponnlndochinese  refugees.  The  fiscal  year  1981  appropriation 
request  is  $139.4  million  for  Medicaid  and  nonrMedicaid  medical  assis- 
tance for  all  refugees.  *  / 

Department  of  Education 

The  Department  of  Education  administers  four  programs  offering  Lrect 
assistance  to  local  educational  Sgincles  which  experience  an  increase  in 
enrollment  of  refugee  children.  *  The  programs  that  address  the  specific 
educational  needs  of  refugee  children  ares  the  Transition  Program  for 
Refugee  Children,  the  Cuban/Haitian  Entraat  Program,  the  Refugee  Educa- 
Ts^on  Assistance  Program,  and  the  Indochina  Refugee  Children  Assistance 
Prog&am.  IA  addition  to  the  four  programs  targeted  for  refugees,  the 
OfficAof  Btlingual  Education  and  Minority  Affairs  provides  Federal 
financi^ajjiistanee  to  those  local  educational  age/tcles,  State  educa- 
tional agTffcies,  institutions  of  higher  education,  and  non-profit 
organizations  to  meet  the  special  educational  needs  of  limited  English 
speaking  children.  This  program  is  not  earmarked  for  refugees  per  se; 
however,  the  Federal  assistance ^offered  is  targeted  for  those  students 
with  limited  English  speaking  proficiency..  Such  students  are  frequently 
refugee  children  entering  the  United  States.  For  school  year  1980,  it 
is  estimated  that  there  are  133,109  Indcchinese  and  14,884  Cuban  school- 
age  children,  in  the  United  States.  Presently,  there  are  no  figures- ; 
available  for  Haitian  schbolage  .children. 

Transition  Program  for  Refugee  Children.  In  fiscal  year  1980,  the 
Department  of  HeaHfc  and  Human  Services  received  -$100  million  from  a 
supplementary  appropriation  to  its  budget.  Under  an  interagency  agree- 
ment, the  Department  of  Health  and- Human  Services  transferred  $23 
million  of  that,  appropriation  to  the  Department  of  Education  to  adminis-  - 
ter  the  Transition  Program  for  Refugee  Children.  .The  Transition  Program 
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has  not  been  |ull£  designed.  The  Department  of  Education  expects  to 
issue  final  regulations  by  late  January,  1981.  However,  the  Department 
has  noted  in  its  proposed  regulations  of  September  11,  19$J),^that  direct 
Federal  grants  to  local  educational  agencies  were  preferred  "because  the 
funds  are  distributed  faster  and  the  program  operates  more  efficiently 
because  they  do  not  have  to  work  through  an  intermediary,  the  state 
educational  agency.*  The  Department,  on  the  contrary,  proposed  that 
State  educational  agencies  administer  two  types  of  State-administered 
formula  grant  projects,  The  first  project  calls  for  a  subgrant  project 
in  which  the  State  receives  the  money  from  the  Department  >*4q£  then 
awards  subgrants  to  local  educational  agencies  with  large  concentrations 
of  refugee  children.  The  subgraat'is  based  on  a  weighted  formula  that 
takes"  into  account  the  recent  arrival  of  refugee  children  /"the  'number  of 
refugee  children  'enrolled . in  the  schools,  the  lack  of  English-speaking 
proficiency,  and  the  age  of  the  children.  The  second  project  will  allow 
States  to  compete  for  funds  for  'those  eligible  children  not  enrolled  in 
a  local  educational  agency  receiving  a  subgrant  from  the  State.  In' 
addition,  there  would  also  be  discretionary  grants  for  projects  such  as 
curriculum  development,  instructional  material  centers,  and  evaluation. 

The'  assistance  of  fered*  under  the  program  will  emphasize^special  English 
language  instruction.  The  concept  underlying  the  program  is  to  make  the 
transition  into  the  mainstream  of  American  society  as  successful  as 
possible  for  refugee  children.  For  fiscal  year  1981,  the  Department  of 
Health  and  Human  Services  has  requested  $44  million  which  will  be 
transferred  to  the  department  of  Education  to  administer  the  transition 
Program. 

Cuban/Haitian  Entrant  Program*  The  Cuban/Haitian  Entrant  Program  re- 
ceived 57.7  million  in  fiscal  year:  1980  tg  aid  those  public  schools 
presently  receiving  Cuban  and  Haitian  entrant  children.  The  Entrant 
Program  is  funded  under  the  Secretary  of  Education's t  Discretionary 
Projects  as  established  wAftf  section  303  o"f  the  Education  Amendments  of 

1978,  Public  Law  95-961.  'it  has  been  proposed  that  the  Cuban/Haitian 

Entrant  Program  be  tailored  in  the  same  fashion  a,s  the  Transition 
Program  for  Refugee  Children.  • 

Refugee  Education  Assistance  Pryjp4m,     The  Refugee  Education  Assistance^ 

Act  of  1980,  Public  Law  96-422,          provides  general  assistance  to  locufl 

educational  agencies  up  to  a  maximum  ,of  $450  for  each  Cubarf  and  Haitian 
refugee  <|ri  jeptrant  child  entering  the  United  States  on  or  after  November 
1,  1979.  'Additionally,  the  Act  allows  special  impact  assistance  for 


414/  Act  of  November  1,1978,  Pub.  L.  No.  95-961,  S303,  §2  Stat.  2210- 
2211. 

415/  Refugee  Education  Assistance  Act  of  1980,  Pub.  L.?  No.  96-422,  94 

Stat.  1799-1810.               '  •                        ^  *j 

416/  Id.,  S201,  94  Stat.  1801-1802.  \ 
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substantial  increases  in  Oiban,1  Haitian,  and  Indochinese  refugee  chil- 
dren up  to' $750  per  child  for  ^strict*  who  are  accutely -affected  by  a 
marked  increase  in  enrollment  oi  tfiese  students  .-ii^Por  fiscal  year 
1981,  the  "Department  of  Education  has  requested  an  appropriation  of  $15 
million.       *  s 

Indochina  Refugee  Children  Assistance  Program,  Title  II  of  the*  Indochi- 
na Refugee  Childre^ Assistance  Act,   Public  Law  94-405,   as  amended  by 

Public  Law  95-9'61,  '  was  appropriated  $12  Billion  in  accordance  with 

the  Continuing  Resolution,  Public  Law  96-123,—'  enacted  November  20, 
1979,  Tije  Indochina  Refugee  Children  Assistance  Program  expended  such 
funds  to  meet  the  educational  needs  of  those  refugee  students  who  en- 
tered public  schools- during  the  1979-80  school  Var.  The  appropriation 
Undei4$ft?  Continuing  Resolution  provided  approximately  $240  per  refugee 
child^r^in  which  Federal  grants  were  made  to  States  and  in  turn  used- 
to  make  subgrants  to  local  educational  agencies  in  order  to  provide  the 
type  of  education  serves,  necessary  for  the  Indochinese  refugee  cl^d. 

Section  103  of  the  Act  -'provides  funds  to  State  educational  agencies 

to  assist  local  educational  agencies  in  providing  such  children  with1 
supplementary  educational  services,  additional  basic  instructional  ser-_ 
vices,  and  special  inservice  training.    Hie  Indochina  Assistance ^taff" 
within-  the   Department   of   Education  estimates — that   approximately  $3 
million  will  be  carried  over  into  fiscal  year"  1981.      .  \ 

Office  of  Bilingual  Education  and  Minority  Languages  Af  falls.  Title  VI 
of  the.  Elementary  and  Secondary  Act  of  1965,  as  amended  by  thJ  19^ 
Education  Amendments  of  1978,  Public  ^aw  95-96l7P^a,uthori2«ss 
Office  of  Bilingual  Education  and  Minority  Affairs  ttr-t3entHyV^hose 
children  who  lack  proficiency  in.  English  and  to  make  funds  available  for 
projects  and  activities  '  which  „ provide  bilingual,  education  *  to  Jlocal 
educational  agencies,  State  educational  agencies,  institutions  of  iigher 
education,  and  non-profit  organizations.  -  Each  project  or  acjtiHty 
administered  by  the  Offtffce  is  carried  out  through  a  discretionVrT. grant 
or  contract  awarded  for  bilingual^aid  projects  and  support 'activities, 
which  in  fiscal  year  1979  amounted  to  $158.6  million.  The  Office 
reported  that  of  the  amount  of  funds  available  for  fiscal  year? 1979 — $6 
million— was  specifically  made  available  to  Indochinese  refugees..  The 
amount  available  to  the  Office  for  fiscal  year  1980  was  $167  million  and 
the  appropriation  request  for»fiscal  year  1981  will  be  $192  million. 

417/  Id.,  S301,  94  Stat.  18fl3-18Q5. 

$18/  Title  II  of  the  Indochina-  Refugee  Children  Assistance  Act  of  1976, 
Pub.  L*  No.  94-405,  SS201  to/S08,  90  Stat.  1229-1233,  as  amended  by 
Pub.  L.  No.  9^-961,  §331,  92' Stat.  2363-2264.  < 

419/  Act  of  November  20,  1979,  PubT  I*.  No.  96-123, 

420/  Indochina  Refugee  Staff,  Department  of  Education. 

421/  Title  I  of  the  Indochina  Refugee  Children  Assistance  Act'of  1976, 
Pub.  L.  No.  94-405,  $103,-90  Stat.  1227.  „ 

42V  Bilingual  Education'Ac*,   20  U.S.-C.A^  S88Gb_  {1974  &  Supp,  1978). 
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* 

Department  of  Labor 

The  Department  of  Labor  encourages  the  employment  of  refugees  through 
existing  programs  ahd  service  systems.  Specifically,  the  Employment  and 
Training  Administration  (ETA)  wi£hin  the  Department  has  primary  respon- 
sibility for  refugee  work*  experience  and  work  training  programs.  The 
EJTA  accomplishes  the  necessarj  outreach  to  refugees  through  the  provi- 
sions of  th^^JPP^kensive  Employment  and  Training  Act   (CETA)  of  1973, 

as    amended,  'which    includes    the    Onited   States   Employment  Service 

(USES)^/and  Targeted  Jobs  Tax  Credit  Program  (TJTC)  .^^The  CETA  funds 
are  allocated  -by  formula  to  an  estimated  473  "prime  sponsors'."  General- 
ly/ these  prime  sponsors*  are  offices  of  mayors,  county  off iciallK  and 
governors.  These  State  and  local  units  of  government  identify  the  ar^as 
in  which  refugees  need  training  and  employment  Services  and  respond  by 
subcontracting  voluntary  resettlement  agencies  and  their  local  affili- 
ates, State  human  resources  agencies,  refugee  self-help  organizations,^ 
^and  other  service  providers  to  deliver  such  services.  However,  there 
'are  no  available  statistics  on  the  number  of*  refugees  served  and  the 
amount  of  funds  specifically  for  refugees  because  prime  sponsors  do  not 
tally  the  number  of  subcontracts  serving  refugees. 

•  / 

In  addition  to  the  programs  offered  by  ETA,  the  Office  of  Youth  Program 
(OYP)  coiffplements  a  select  number  of  CETA  programs  with  high-refugee 
populations.  Assisted  by  Job  Corps,  OYP  offers  young  refugees  of  ages 
ranging'  from  16  to  21  with  programs  of  education  and  vocational  skills 
training.  There  are  IQO  Job  * Corps  centers  operating  in  ten  .regions 
throughout  the  Onited  States  which  train  refugee  youths  to  obtain  'and 
hold  productive^ iobs,  return  to  school,  or  satisfy  armed  forbes  entrance 
requirements.— '  The  Office  of  Youth  Programs  reported  that,  as  of  the 
end  of  1980,  1,100  Indochinese  refugee  youths  have  been  enrolled  in  Job 
Centefs  across  the  country  and  5492r000  has  been  %al  located  from  OYP's 
discretionary  fund.    *  * 


423/  Thfe  Comprehensive  Employment  and__ Training  Act  of  1973,  as  amended. 
"Department  of ^Labors  Employment  and  Traning  Administration; 
Comprehensive  Employment  and  Training  Regulations;  Pinal  Rule  and 
prpposed  Rule,"  in  Federal  fteglster,  vol.  45,  99,  part  IX  {Tuesday, 
ay  20,  1900)., 

Department  of  Labor,  ETA  Field  Memorandum  No*  126-80  (Jan.  23, 
1980).  •  ' 

Department*  of  fLabor,  ETA  Field  Memorandum  .No.  L7U-80  (Feb.  29, 
1980).  *  — 

Department   of  Labor,   USES  Program  Letter  No.   10-79    (Sept.*  19, 
1979).  \s"  '  * 

Department  of  Labor",,  Manpower  Administration  Field  Memorandum  No. 
85^80  (Dec.  19,  1979). 
Sttf  Title  IV  of  the  Youth  Employment  and  Training  Program. 

,  ETA,  bffioe  of  Youth  Programs,  Department  of  Labor, -*A2n  Employment 
and  Training*  Strategy  for  Refugee  Youth*  (Dec.  1979). 
Department  of  Labor,  Job3**Corps  Notice  No.  80-54   (July  10,  1980). 
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Department  of  Agriculture  :  

The  Pood  Stam^rpgram,  (PSPJ— '  the  School  Lunch  Programs/and  Break- 
fast Program ,  'ai$0)ke  Supplemental  Pood  'Program  for  Women,  infants, 

and  Children   (WIC)  '  are  all  administered  by  the1" Pood  and  Nutrition 

Service  (FNS) ,  Department  of  Agriculture,  These t  food  assistance  pro- 
grams are  available  to  all  eligible  refugees  and  Cuban/Haitian  entrants 
and  is  operated  in .cooperation  with  State  and  local  governments.  PNS  ip 
fiscal  year  1980  estimates  that  the  total  amount  available  for  Pood 
Stamp  benefits  was  $115.4  million.  The  appropriation  request  for  fiscal 
year  1981  is  $191.6  million.  The  School  Lunq£  and  Breakfast  Programs 
estimate  that  refugees  received.  $10.6  million  in  fiscal  year  1980  and 
estimate  that  for  fiscal  year  1981,  the  programs  will  receive  a  total  of 
$20  millioij3£or  refugees.     In  the  third  and  fourth  quarters  for  fiscal 

year  1981,  the  WIC  Program,  received  $3,485,716,  and  for  fiscal  year 

1981,   recipient  will  be  limited  to  fourth  quarter  fiscal  year  1981 
levels.-  # 


427/  Pood  Stamp  Act  of  1977,  Title^  13,  Pub.  L.  No.  95-113,,  S6 (f)  {Sept, 
29,  1977}   (amending  Pood  Stamp  Act  of  1964). 

428/  Child  Nutrition  Act  of  1960. 

429/  National'  Sbhool  Lunch  Act,  enacted  194* 

430/  Pub.  L.  No.  95-627*  * 

431/  The  WIC  Program  provides  ^special  grants  for  food  purchases  and  " 
administratjgTe  costs  to  States  which  serve  a  substantial  number  of- 
refugees.    OTe  program  does  not  affect  the  current  grant  to  which  * 
State  agenqftes  are  entitled.    Below  is  a  table  indicating  the 
estimates  of  the  number  of  possible  eligible,  participants  by  State 
and  average ' costs  to  swerve  those  refugees. 


Ihdocbinese  Refugees  and  Haiti anj, 

Tt  1980 

Pood 
Grant 

Admin. 
Grant 

Trftal 
Grant 

Delaware 
Maryland 
New  Jersey 
New* York     \  , 
Virginia  » 
West  Virginia 

1,178 
149,957 
53,283 
307,311 
174,984 

1#745 

393 
407595" 
16,534 
75,390 
43,171 

582 

1,571 
190,552 
69,817 
382,701 
218,155 
2,327 

Plorida 
Georgia 

*  157,080 
9,314 

38,510 
3,105 

195,590 
12,419 

Oklahoma 

28,164 

8,726 

36,890* 

Minnesota 
Wisconsin- 

341,592 
215/898 

83,990 
,  54,ff87 

425,582 
270,785 

Iowa 

Kansas 

Missouri 

Nebraska 

South  Dakota 

Utah 

70,650 
,50,148 
30,750 

186,984  . 
68,556 

341 ,269 

.  19,246 
1  13,823 
1  9,843 
'  ^5,772 
19,2S0 
81,3S0 

89,396 
•  63,971 

404593 
232,756 

87,806 
422,619 

California 

599,269 

141,978 

741,688  ' 

NATIONAL  TOTALS 

2,788,573 

697,143 

3,465,716 

Source:  Pood  and  Nutrition  Service,  Department  of  Agriculture. 
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VI.  WHICH  LOCAL  EDUCATIONAL  AGENCIES  SHOULD  BE  ELIGIBLE  FOR  * 
IMPACT  AID  PAYMENTS? 

■    *  -T 

Since  the  inception  of  the  impact  Aid  Program,  the  Congress  has  limited 
participation  in  the  program  by  establishing  minimum  eligibility  stand- 
ards for  locaLueducational  -agencies.  As  the  law  now  stands,  in  order* 
for  a  local  educational*  agency  to  qualify  for  payment,  it4  must  have 
either  400  f  ederal^y-cowiected  children  in  Tts  average  daily  attendance, 
or  jtbe  number  of  fedeiilly-connected  children  must  equal  three  percent 
of  total  average  daily  attendance.  In  either* case, , the  local  education- 
al agency  must  have  ao  least  ten  federally-connected  children*  The 
fairness  'and  necessity  of  such  minimum  requirements  in  the  Impact  Aid 
Program  has  <been  a  subject  of  debate. 

✓ 

In  developing  eligibility  requirements,  ^the  Congress  ^sSught  to  confine 
the  program  to  local  educational  agencies  which  had  a  heavy  concentra- 
tion of  federally-connected  children  in  attendance.  As  a  result  of 
this  policy  almost  every  large  city  school  system  was  eliminated  because 
federally-connected  children,  while  present  in  large  numbers,  did  not 
represent  a  large  precentage  of  enrollment.  Since  1950,  eligibility 
requirements  have  been  relaxed  so  that  virtually  tto  local  educational^ 
agency  wfth  a  significant  number  of  federally-connected  childre$**HtS* 
excluded  from  the  program.  In  fact ,*  the  local  educational*  agency^  of 
almost  every  large  city  now  participates  Tn  the-  program. 

It  appears  that  the  underlying  premise/ o£  limiting  participation  has 
eroded  over  the  last  30  years.  Thus,  an  examination  of  the  fairness' and 
necessity  of  a  minimum  eligibility  requirement  is  warranted.  Prior  stu- 
dies of  the  program  have  pointed  put  the  inequities  of  the  eligibility 
requirements  uppn*local  educational  agencies  not  qualifying. — — 


432/  The  Stanford  Research  'Institute* Study  sta£edt 

This  situation  creates  two" important  lines  of  disconti- 
nuity—one between  those  districts  with  slightly  less  , 
than  3%  federally  connected  ADA  that  receive  no*P.L.  874 
funds  and  those  districts  with  slightly  more  than  3%  / 
federally  connected  ADA"  that  receive  funds  for  all  * 
ey.gible  pupils;  and  the  other  {anc[  more  important) 
between  those  large  districts  slightly  less  than  6% 
federally  connected  ADA  that  receive  P^Irr— 874  funds  for 
all  {at  least  2,100}  eligible  pupils.  A  more  equitable 
program  would  be  to  require  all  districts-— eligible  or 
noneligible,  large  or  small—to  absorb  the  same  percent- 
age of  federal  students  before  federal  payments  were 
made.  (Stanford  Research  Institute,  89tfa  Cong.,  1st 
Sess.,  Impacted  Areas  Legislation  Report  and  Recommenda- 
tions, Senate  Subcommittee  on ^Education  of  the  Committee 
on  Labor   and  Public  Welfare   115    {Osmn.  Pfint  1965).] 
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*  * 

The  legislative  history  of  the*  Impact  Aia  Program"  indicates  that  athe 
three  percent  eligibility  figure  was  set  by  the  Congress  as  an  estimate 
.  of  an  average  ievel  of  Federal  impact  throughout  th^  country/^  It  was 
thought  that  only  those  local  educational  |Sfti}cies  having  an  above- 
averagfe  Federal  impact  should  be  compensated  ,^22/rhe  Commission  has  not 
succeeded  in  obtaining  evidence  to  support  that  estimate. 

There  have  been  a  number  of  proposals  \o  require  that  local  educational 
agencies  receiving  Impact  Aid  payments  absorb  the  cost  of  educating  a 
number  of  federally-connected  children  equal  to  the  number  of' children 
%a  local  educational  agency  must  have  toe  be  eligible*  The  rationale  is 
that  it  is  inequitable  for  ineligible  local  educational  agencies  to 
receive  no  compensation  for  educating  some  federally-connected  children, 
while  eligible  agencies  receive  compensation  for  all  such  children,  A 
time-limited  absorption  provision  was  part  -of  Impact  Aid  originally 
inasmuch  as  .large  school. districts  £ere,  excluded,  -  . 

In  the  original  law,  local  educational  agencies  having  an  enrollment  in 
/  excess  of  39,000  were,  in  order  to  be -eligible,  to  have  to  meet  a  'six 
percent  requirement.  For  those  agencies  meeting  the  six  -percent  re- 
quirement, there  was  also  a  requirement  that  they  absorb  the  cost  of 
education  for  a^  number  of  federally-connected  children  equal  to  three 
percent  of  their  enrollment.  This  absorption  provision  continued  so 
.  f/lon$fas  the  higher  percentage  for  eligibility  was  retained. 

In   1953,   a  general  absorption  requirement,  for  all  local  educational*' 
agencies  at  a  level  . equal  to  the  eligibility  requirement  was  adopted 
>    by  the  .Congress.      The  effective  date  of  the  absorption  requirement 
>as  twice  delayed  and  then  'it  was  repealed,  so  that  it  never  took 
effect. 

,  «^Jn  1974,  ,_th^^ogjLMg_afept0<L  a  narrower  absorption  requirement  which 

,     was  based  upon  an  average  number  of  *B*  children  in  all  eligible  local 

educational  agencies.    This  provision  was  in,  effect  for  one  year  before 

it  was  repealed,     t  ^  T, 

*    *  * 
*  * 

These   absorption   requirements  were  opposed  with   the   contention  that 
higher  percentages  of  federally-connected  children  represent  a  greater  / 
concentration   of  Federal    burden    and   that   an   absorption   requirement  } 
constitutes    a  %  greater  §/bur den  on   eligible   local   educational  agencies' 
than  on  those  not  meeting  the  three  percent  threshold. 
 .  / 

-433/  Sge  Battelle  Memorial  Institute,  91st  Cong.,  2d  Sess.,  School 
Assistance  in  Federally  Affected  Areas;  A  Study  of  Public  Laws 
81-874  ang  81-813,  House  Committee.ion  Education  andjaborl  T,  yT 
(1970).  See  also  Lawrence  L.  *  Browiu  III,  Alan  L.  Ginsburg  &  Martha 
Jacobs,  impact  Aid  Two  Years  Later,  An  Assessment  of  the  Program  as 
Modified  by  the  1974  Education  Amendments  111  (1978). 

) 
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Accctdirig  to  the 'Stanford  Reserch  Institute  study,  "the  basic  require- 
ments for  eligibilityv . .were  based  on  the  premise  that  every  school 
district  should  be  able  to4absorb  small  numbers  of  federally-connected 
pupils  without  hardship*  "-i^/Thus  it  appears  that  the  absorption  concept 
has  been  artificially  wedded  to  the  eligibility  factor.  It  is  analyti- 
cally clearer  to  deal  with  absorption  as  a  matter  of  computing  the 
amount  of  payments  to  local  educational  agencies.  Moreover/  since  local 
educational  agencies"  may  now  be  eligible,  wit^  as  few  as  400  federally- 
connected  children,  the  concept  of  making  eligibility  equal  to  some 
estimated  national  average  of  Federal  impact  no  longer  holds. 

There  appears  to  be  little,  if  any,  reason  to  set  an  arbitrary  limit  on 
participation  'in  the  program  based  on  a  percentage  of  federally- 
connected  children  in  the  schools,  of  a  local  educational  agency.  The 
obligation  of  the  Federal  Government  for  the  education  of  those  children 
is  the  same  'for  each  federally-connected  child  without  regard  for 
whether  that  child  is  one  of  a  number  constituting  2.9  percent *of 
enrollment  or-3<0  percent  of  it.  It  has.  been  suggested  previously  that 
since  it  can  be 'argued  that  each  federally-connected  child  gives  rise  to 
some  type  of  burden,  there  s^fitf^d  be* no  minimum  impact 'to  qualify  for 
assistance  i^der  the^  program^ 

Amplifying  on  existing  inequities  of  the  eligibility  provision,  I.M. 
Labovitz  wrote  in  1963,  *...the  only  feasible  cure  for  this  difficulty 
may  lie  *  in  abandonment  of  th£  3  per  cent  minimum  requirement  where 
this  exceeds-  10  pupils/. *«  'Such  a  change  would  invite  a  multitude  of 
relatively  small  current-expense  claims  and  entail  a  considerable 
increase  in  ^^inistrative  costs,  but  it  would  promote  equity  and 


uniformity. 


The  percentage  eligibility  requirement^  therefore,  appears  to  have  no 
empirical  foundation  arid  is  a  vestige  of  an  old  policy  designed  to  limit 
the  size  of  the  program,  It  has  the  effect  of  ignoring  the ■  obligation 
for    the   service   burden    to   the   excluded  local  ' educational  agencies. 


of  Public  Lgws  81-874  and  81-815, 
Education  and  Labor  112  (1970).] 


House    Committee  on 


434/  Stanford  Research  Institute,*  89th  Cong.,  ,1st  Sess.^  Impacted  Areas 
•Legislation  Report  and  Recommendations/.,     Senate    Subcommittee  on 
Education  of  t|ie  Committee  on  Labor  and  Public  Welfare  114  (Comm. 
Print  1965).    j  -     v  / 

435/  The  Battelle  study  states  that: 

'  *  Im there  is  very  little  logical  basis  for  defining  a 
particular!,  cut-off  point  for  eligibility,  once*  one 
eliminates  M>e  case  where  the  program  would  cost  more  to 
administer!  than  the  assistance  it  would  provide. 
[Battelle  Memorial  Institute,  91st  Cong.,  *2d  Sess.,  » 
School  Assistance  *n  Federally  Affected  Ageass  &  Study 


436/  I.M.  Labovitz,  Aid  for  Federally  Affected  Public  Schools  190  (1963). 
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The  arguments  on  Jx>th  sides  of  proposals  surrounding  both  the  eligibili- 
>€y  and  absorption  questions  wefe  stated  in  terms  of,  burden  and  equity 
among  local  educational  agencies.  Underlying  the  proposals  for  higher 
eligibility  requirements  and  for  absorption  have  been  budgetary  consid- 
erations. Indeed,  the  recent  proposals  for  curtailing  the  program  were 
submitted  as  budget  requests  and  stated  in  t<*rms  ot  reducing  the  cost  of 
.  the  program.  These  proposals  would,  had  they  'been  adopted ,  have  re- 
quired lx>cal  educational  agencies  to  absorb 'the  cosi^of  educating 
federally-connected  children.  They  were  not,  however,  based  upon  a  per- 
centage of  enrollment,  but  upon  the  percentage  of  the  local  educational 
agencies'  budget  which  the  Impact  Aid  payment  constituted.     *  ' 

Eligibility  for  Impact  Aid  payments  is  conceptually  tied  to  an  assess- 
ment of  the  burden  of  Federal  activities  placed  upon  local  educational 
agencies.  As  such,  this  requirement  oug^t  not  be  based  on  budgetary 
considerations  >which  fluctuate  from  year  to  year  and  have  no  relation- 
ship to  Federal  burden. 

*  4 

The  Commission  has  consistently  avoided  the  use  of  budgetary  considera- 
tions in  making  determinations  regarding  the  existence  of,  or  the  apqunt 
of,* 'burden.  If  budgetary  considerations  are  to  have  the  effect 'of 
limiting  participation  in  the  program,  it  is  more  appropriate  that  they 
should  be  a  factor  in  that  section  of  the  law  designed  for  limitations 
on  payments:  priprities  in  allocating  funds  when  appropriations  for  any 
fiscal  year  are  insufficient  to  satisfy  all  entitlements. 

Even  though  the  original  purpose  of  the  eligibility  requirement  is*  no 
longer  valid,  there  are  administrative  reasons  for,  retaining  some 
minimum  number  of  federally-connected  children  as  a  prerequisite  for 
receiving  Impact  Aid  payments  based  on  a  policy  that  the  administrative 
work  necessary  fcyr  proofing  an  application  and  making  a  payment  is 
more  costly  both  tfo  the  applicant  and  to  the  Federal  Government  than  any 
benefit  derived  from  the  small  payment  whicly  would  result  from  the 
application.  This  is  ^^guirement  with  historical  support  both  within 
the  Impact  Aid  Prograa-f^and  in  other  Federal  education  programs 
though  inflation  and  ether  economic  factors  'may  warrant  Either  an 
increase  or^  reduction  iU  this  threshold^  'ofte  Federal  £over,nmfent"  has 
not,  however^  made  a  determination  that  such  an  alteration  is  warranted. 


For   these  reasons,  the 


bility  requirements  b4  retained,  with  the  understanding.  t£at  this 
recommendation  is  based  only  .on  a  consideration  of  administrative 
efficiency- 


437/  H.R.  Rep.  Ho.  2287, 
438/  Title  I  -of  the  Elementary 
L.   Ho.   95-561  T*$4 
U.S..C.A.  S3241c(b)  ( 


Commission  recommends  that  the  current  eligi- 


81st  Cong.;  2d  Sess.'T2  (1950). 

and  Secondary  Education  Act  of  1965,  pub. 
41(b) (f),  92  3*at.  2156  (1978)  [Amending  20 
1)V$74)]. 


/ 
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VII  ♦  WHAT  SHOULD  BE  THE  AMOUNT  OP  COMPENSATION?  \  iJ 

After  having  found  that  local  educational  agencies  should  be  compensated 
for  the  burdens  placed  upon  them  by  Federal  activities,  that  there  are 
obligations  which  arise  with  respect  to  the  education  of  federally 
connected  children,  the  question  the  Commission  addressed  v/as  the  amount 
of  that  compensation.  i 

In  general,  the  amount  of  compensation  under  current  law  is  based  upon  a 
calculation  of  the  "service  burden*  (the  Cost  of  educating  federally- 
connected  children)  rather  than  an  estimated  "revenue  burden*  {the  loss 
of  reventie  by  reason  of  Federal  immunity  f  roirt  lofcal  taxation)  «  The 
exception  is  the  case  of  payments  under,  the  cucrenfe^section  2  which  &?e 
payments  for  loss  of  revenue*     *  • 

The  degjree  to  which  payments  under  section  3  ace  based  upon  the  service 
burden  is  greater  pow  than  was  the  cajse  under  the  original  .law* 

The  amount  of  compensation  a  local  educational  agency  receives  ^under 
section  3  is  determined  by  multiplying  the  number  of  federally-connected 
children  in  various  categories  by  an^appropriate  percentage  of  the  local 
contribution  rate  (LCR)  for  that  local  educational,  agenpy.  • 

As  Impact  AW  was  originally  wr^tten,^^ the  LCft  for  a  local  education- 
al agency  in  any.  State  is  determined  for  each  year  on  the  .basis  of  the* 
local  portion  of  average  £er-pupil  current ,  expenditures  by<  general!? 
comparable  local  educational  agencies  in  the  State*      This  method'  o£^ 
commutation  was  designed  to  insure  that  the  entitlement  pe$  child  would" 
be  'roughly  equivalent  to  the  amount  per  child,  which  other  property, 
owners  in .comparable  communities  pay  toward  the  cost  of  educating 
children,*^^   since  it  i$  difficult  t;o  calculate  how  much  revenue  would 
be  raised  J.ocally-  in  a  federally-affected  community  in  tl)6  absence  of 
Federal  ownership* 

\,                              ***     ^    *  %  * 

The  effect)  of  the  local  contribution  rate  approach  was  %o  compensate 
local-*  educational  agencies  for,  losses  in  local  revenues — not  for  any 
loss  of  State  revenues*  No  portion  pf  payment  was  to  be  made  in  consid- 
eration "ofTthe  State  share  of  the  cost  of  educating  children  because, 
according  tp  legislative  history  of  the  original  law,  (1)  the  tax-exempt 
status  off  Federal  property  did  not  operate  to  reduce  State  revenues,  and 
(2)  .State  governments  could  realize  as  much  revenue  from  the  parents  of 
federally-donrtec*te4  children  tfrnuigh  sales,  income,  and  other  taxes  as 
from  other  [parents  in  the  State.  * 

-    .  A—    - 1 

439/  See  Attachment  I,  infra,  f;or  legislative  history  of  local  contribu- 
tion rate  provisions  of  Public  Law  874. 
440/  H.R*  ijtep*  No.  2287,  81st'  Cong*,  2d  Ses§*  12  (1950). 
441/  Id*-  13.  "  1  /  *  / 
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Thus  the  LCR  co'trcept  as_  originally  formulated  reflected  congressional  "  •'" 
^concern  with*  the  "revenue  burden"  on  local  educational  agencies.  Itidid 
not  necessarily  reflect  the  cost  of  educating  .federally-connected  chil-  '  * 
dren  or  the  educational  needs  of  federally-connected  children.    In  fact,  - 
-the  theory -behind  the  original  LCR' concept,  is  neutral  on  the  question  of  "'  ''y 
educational  *  needs. **<t-  presupposes  that  the  Federal*  Government'  should 
pay  'local  educational   agencies   the  '-.money  necessary  for  ^treating  the  ' 
•educational   needs   of   federally-connected  children   the  same  way  they  .  - 

treat  those  of  children  who  are- not  federally-connected,  "  •  ^ 

The  LCR  concept  has  been  followed  more  in  theory  than  in  practice  since      1      "*    '. - 
1950..^  Amendments  to  Public  Law  874  in  1953,  l$56f  and  1958  made  it 
possible  for  local  education^  agencies'  tp  choose  LCRs  other  than  those 

■  with  comparable  districts.     In  1953,.  local  educational  agencies  were  1 
given  the  option  of.  choosing,  half  the  State  -average  ,per-pupil  expendi-f 
ture  as  LCR;  'in  1956  districts  -were  fallowed  to- choose  half  the  nationalV 

'.average  local  contribution  rate.     In  1958,  that  option  was  .changed-  to  \ 
'make  the  alternative  -half  the  national  per-pupii  expenditure,    .,  ' 

«—*.*'•»  '•'»'*'  • 

The  1953  Amendment.  The  House  ^ommi^tee.  on  Education  and  Labor  acknowl- 
edged in  W53that  a  "basic  principle"  of  Impact  Aid.  as  originally 
enacted 'was:.       ■  ,  .  < 


the  concept-that  theWefleral  Government  would  compensate  a  •„  - 
'       local  school  district  for  the  burden  imposed  on  such  dis-  '*      "  \l\m 
-trict  by  the   Federal  Government  and 1  would  pay  its  just  ' 
.*      share  of  the  school  maintenance  and  operation  costs  borne-  **  • 

•  from  local  taxation.-^  ,  *  .  ' 

The  Committee  "observed  in  1953  that  "this  concept  Is  'sound  where  the  ' 
bulk  of.  the  funds  are  obtained  by  local  taxation.'"     in  States  where 
education. cos.ts^ate  borne  more-  at  the  State  level—where  school  finance 
reforms   have  -attempted   to  equalize   "educational  opportunities"  ^mong 
wealthy   and   less   wealthy   districts—the  Committee   pointed  out  *  that  '  ,  '  i 

J  the  local  portion  of  education  funding  is  correspondingly  low.    This  is  '  .V 

so   though  equalization   reforms  are  often  "coupled  with  a  determined  i 
effort   to  v raise   the   level,  of  education  provided  for  all  children."  *r 

v  -  -  -  - 

Those  schools  in  States  with  equalization  plans  %and  .low  local  contribu- 
t  tions  have  a  lower  LCR  and.  hence*  a  lower  Impact  Aid  payment  than  they 

would  have   if  equalization  plans  were  not   in  place.     The  Committee 
observed  that  those  districts  have  trouble  meeting  "the  additional  cost?. 
—   connected  ^th    the   provision  of   education   for    t federally-connected]  »' 
^       *  -children-" — /As  a-result,   "the  children  in  the  school  district,,  both 

federally-connected  and  non-federally-connected,  have  been  penalized...-     -  * 
by  a  level  of,  education  wfiich  is  less  than  that  of  comparable  communi- 
i  ties  in  the  State. *  .  „  , 


442/  H.R.  Rep.  No.  703,  8f3d'  Cong. ,.  1st  Sess.  5  .(1953) 
443/  Id.  ■  • 


444/  Id. 


r 
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Thus,  in  1953,  .Public  Law  874  was  tamended  so  that -local  educational 
agencies  coulcl,  as  an  alternative  to  the  cjomparabl*  district  method,  ,use 
half  the  average  per-pqj^l  expenditures  from  all  sources  in  the  State, 
However,  the  amendment  did  not  change  the  fact  that  the  use  of .  compara- 
ble  districts  acted  as  4  substitute  for  individually  determined  local 
contribution  rates  and  created  substantial  disparities.- — '  s 

plearly,  the  legislative* rationale  for  the  change  reflects  a  concern  for 
the, educational  needs  of  federally-connected  pupil?,  ^tflso,  the  Congress 
tfas  allowing  Federal  compensation* for  part 'of  the  State  contribution  to 
the  cost  of  educating  a  child.  This  is  a  departure  from  the  original 
legislation,  about  which  the  House  Report  said,  "There  is  no  compensa- 
tion for  any  loss  instate  revenues."— — 'By  these  actions,  the  Congress  * 


445/  The  law  was^  .amended  to  require  only  that  "generally .  comparable" 
districts  be  selected  for  determining  LCR.    This  change  reveals  the 
-    difficplties  already  faced  J,n  selecting  comparable  districts.  No 
standard  procedure  hasever  b£en  adopted  for  the  selection  of 
com^&rable  districts.    Twelve  guidelines  were  provided  as  criteria 
for  selection,'   These  wer?|  1)   legal  classification;  2)   total  ' 
number  of  pupils  in  ADA;  3)  cost  per  pupil  .in  'ADA,  paid  from  local 
^--source  »funds  qnly,  and  paid  from  all  source  funds;  4)  grade  levels 
maintained;    5)    percent   of   pupils    transported;    6)  pupil/teacher 
ratio;  7)  assessed'  valuation  per  pupil  in  ADA;  8)  ratio  of  assessed 
valuation  to  true  valuatiqnjpf "property ;  9)*  tax  rate  levied  on  real  ^1 
property  for  school  purposes,  for  current  expenses  only,*  and  for 
current  expenses,  debt  service,  and  capital  outlay?  10)  curricula 
offered;  11)  teacher  salary  schedule;  and  12)  economic  characteris- 
tics, such  as  industrial,  residential,  or  agricultural. 


In  using  group  rates,  al§Plocal  fupds  derived  by  local  educational 
s  agencies  in  the  groups  are  Jfotaled  and  divided  by  their  average 
daily  attendance.  The  resulting  rate  becomes  thlTlocal  contribu- 
tion fate  for  all  eligible  local  educational  agencies  two  years 
hence*  By  grouping  districts  together,  substantial  disparities  in 
local  contribution  to  schools  between  districts  are  averaged, 
"  Especially  since  the  1953  amendment  to  Public  Law  874,  districts  no 
longer  t»e  to  be  "most  nearly  comparertfre"  btrtr"3^y  "generally 
.comparable ♦"  The  result  of  this  procedure  is  that  districts  with 
low  local  contr ibution^  rates  (relative  to  the  group  average) 
receive  greater  amounts  for  the  Public  Law  874  program,  and  dis~ 
*  tricts  vdth  high  I£R's  receive  lesser  amount  than  they  would  under 
th£  original  procedure,  [Stanford  Research  Institute,  "89th  Cong,, 
1st  Sess, ,  ImpacttSS  Areas  Legislation  Report  and  Recommendations  r 
Senate  Subcommittee  on  Education  of  the  Committee  on  Labor  and* 
Public  Welfare  e&-89,  90, (Comm.  Print  1965),] 

446/  H.R.  Rep.  No.  2287,  81st  Cong.,  2d  Sess.  13  (19'50).- 
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displayed  „a  concern  for  the  "service  burden"  associated  with  the  pres- 
ence of  federally-connected  children  in  a  school  in  addition  to— if  not 
to  the  exclusion  of— the  "revenue  butden,"  a  shift  in  emphasis  in  the 
theory  of  'compensation. 


The  House ^J&port  stated- that  it  —  * 

.  -  wisfiefd]  to  make  clear  that  the  ^amendment]  has  not*  and 
should  not  attempt  to- equalise; rates  between  districts  or 
between  State's.  To  dvo  so  would  be  to  dep&fct  from  the 
concept  of  [Impact  Aid]  as  that  of  the'  Federal  Gbvernment 
assuming  its  rightful  share  of  a  particular  ^bu'rden~in  ,a 
particular  place.  Education  programs  and  costs  vary  from 
place  to  place  in  .accordance  nith  the  traditional  American 
philosophy  of  local  cpntrol  of  education  patterned  to  local 
desires  and  resources.  -This ^law  is  nbt  designed  to  changes 
'ot  influence  that  Sradition.-^l' 


The  1956  Amendment.  .   In   1956,   however,    the  Congress  .amended  the  LCR 
6  provision  of  Public  Law  874  again  to  offer  local  educational  agencies 
f  the  opportunity  to  choose  half  the  average  per-pupil  local  contribution 
in  the  United  States  $a  their  LCR  for  computing  the  amount  of  Impact  Aid 
/     payment.     Th'is  option  was  intended  to  be  a  "floor  %  or  a  mfnimum  LCR 
which  high  Stajte'aid  districts  could' chfcose.    Recognizing  that  the  half 
State  average  per-pupil  expenditure  LCR  option  "has  been  a  great  benefit 
-  to  the  federally-affected  communities  in  those  States  where  a  substan- 
tial proportion  of  the  educational  costs.*;  ^are  borne  from  State  funds," 
the  Congress  observed  "a  very  large  gap  between  the^amounts  received  for 
each  federally-conrfected  child  in  States  with  high  Statk  aid  systems  and 
'  the  amounts  received  in^fchose  States  with  very  little  State  aid." 

Both  committees  in  the  House  and  Senate  noted; 

.."♦there  are  seven  States  that  receive  less  than  $90  Eor 
.  *  each  .child  in  the  A  category  whiie-on  th£  other  end  of  the 
scal^  there  are  eleven  States  where  the  average  payment  is 
more  than  $200  per  child  for  each  federally-connected  child 
in  the  £  category.  The  committee  feels  that,  notwithstand- 
ing Jtfie  fact  that  the  Federal  payments  under  section  3  are  * 
? "  based  on  a  loss  of  local  tax  revenue  because  of  federally- 

owned  property  there  is  too  great  a  disparity  between  the 
->       lower   amounts  pkid  in  the  high-State-aid  States  and  the 
substantially   higher    amounts   paid    in    the  low-Sta£e-aid 
States. 


447/  H.R*  Rep.  No.  703,  83d  Cong.,  1st  Sess.  6  (1953). 
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The  [House]*  Committee  believes  that  the  provision  as  it  has 
operate^ip  the  past  discriminates  against  high-State-aid 
States.—  ,  *  '  .  * 

Ibus,  in  1956,  the  Congress  gave  local  educational  agencies  a  third 
alternative  for  computing  local  contribution  rate.  ,  This  third  alterna- 
tive allowed  Federal  payment  in  consideration  of  an  even  greater  portion 
of  the  State ^contribution  than  the  alternative  introduced  in  1953 
allowed.  Like  the  1953. amendment,  the  1956  amendment  was  justified  in 
legislative  history  on  the  ground  that  without  the  higher  alternative 
LCR,  some  districts  are  "unable  to'  meet  -th$  additional  costs  connej|^d 

with  the  provision'of  education  for   [section  3]  children* ...  [ 

Again,  the  Congress  departed  from  original  concepts  underlying  Impact 
Aid— compensation  for  local  revenue  losses — by  focusing  on  "service 
burden"  ang,  the  educational  needs  of  federally-connected  children.  As  a 
>nseguertce?  ♦ 

The  minimum  rate  of  one-half  the  national  average  per  pupil 
expenditures  bears  no  relation  to  local  education  .cos^s. 
In  effect,  it, servos  as  a  floor  on  payment  rates.  It 
addresses  ,a  concern  which  is  really  beyond  the  scope  of  th% 
Impact , Aid  program— the  problem  of  ^-inter-State  expenditures 
disparities.—   /  •  *  «?- 

The  logic  underlying  LCR  as  originally  formulated  „ is  further  contradict- 
*ed  by  amendments  since  1974  which  . allow  awarding  125  percent  of  LCR  for 
children  residing  on  Indian  lands  and  150  percent  of  LCR  for  handicapped 
depehdents  of  military  personnel.  Setting  an  entitlement  at  more  than 
100  percent  qfi  LCR  belies  the  theory  of  compensating  for  a  Eederal 
burden  as  measured  by  local  .contribution  which  underlies  the  LCR  con- 
cept. The  special  entitlement  rates  for  children  residing  on  Indian* 
lands  and  for  handicapped-  dependents  of  military  personnel  are  based  on 
a  recognition  of  the  high  cost  qflKeducating  children  with  special^ 
educational  needs..  m  >,  -  -  ,   ^  • 

Because  of  these  changes  in  computing  the  amount  to^which  local  educa-  , 
tional  agencies  are  entitled  under  Impact  Aid,  the  comparable  district 
method  of  computing  LCR  is  used  only  by  local  educational  agencies  wi£h 
higher  per-pupil  expenditures *  than  the  State  average  in  States  with 
higher  per-pupil  expenditures  than  the  national  average.  Previous 
studies  conducted  by  the  'Stanford  Research  Institute  and  the  Battelle 

448/  H.R.  Rep.  So.  2357,  84th*Cong.,  2c^Sess.  12  (1956) 

449/  S.  Rep.  No.,  2753,  84th  Cong. ,  2d  Sess.  11  (1956). 

450/  .Lawrence  L.  Brown,  HI,  Alan  L.  GinsbuJg  &  Martha  Jacobs,  Impact 

Aid  Two  Years  Laters,  An    Assessment  of  th»  Program  as  Modified  by 

the  1974  Education  Amendments  (1978). 
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Memorial  Institute  reached  similar  conclusions 


In  addition,  reductions  in  payments  caused  by  insufficient  appropria- 
tions have  resulted  in  a  situation  in  which  the  LCR  used  to  determine 
entitlement  is  reflecfe^d  in  payments  only  for  loca],  educational  agencies* 
receiving  100  percent  of  entitlement  for  "A"  children—local  educational 
agencies  which  are  in  highly  unusual  circumstances '  and  for  which  the 
"comparably  district"  method  of  computing  LCR  has  not  been  appropriate 
^in  recent  years.  ^ 

For  these  reasons  the  Commis'sion  believes  that  the  entire  concept  of 
local  contribution  r&te  should  be  avoided  and  a  method  of  determining 
the  amount  of  compensation  based  upcin  principles^consistent  with  those 
underlying  the  program  should  be  devised.  *  1 


451/  The  Stanford  Research  Institute  found  that  — 


•erIc 


...districts  that  elect  to  receive  payment,  on  the  basis 
of  comparable  district  LCR,  [on  t&e  average]  have  costs 
.  of  education  $89  higher /than  those  paid  at  half  the 
state  or  naitional  averagfe.  Their  local  revenues  per 
pupil  are  about  $1JQ  pef  pupil  higfier 'and'tfceir  receipts 
from  the,  state  ancr federal  government  are  $70  per  pupil* 
lower  than  the  ayera^e  fo*  the  others.*"***  It'  may  be 
concluded  thqt  the  ability/to  elect  half  the  state  or 
f  national  costs> of  education  tends  to  help  low  income  and 
hi$h  stat£j>aid  d&trict; 

(Stanford  Research  Instate,,  89th  Cong.,  1st  Sess.,  Impacted  frreas 
Legislation  Report  and  Recommendations,  Senate  Subcommittee  on 
Education  of  the  Committee  on  Labor  and  Public  Welfare  114  (Comm. 
Print  1965).]  :  J  .  ' 

The  Battelle  Memor^l  Iijstitt^te  substantiated  the  Stanford  Research 
Institute's  ^f indinf  by  .describing  that  local  educational  agencies 
not  choosing  comparable  district  LCR  usually  have  high  State  con- 
^putions  or  "generally  low  levels  of  per  pupil  expenditures. . .."  . 
B&j*£elle*^agreed  with  the  Stanford  Research  Institute  that  those 
States  are  usually  in  the  South. 

'  Ba*telle  also  observed  that  rates  used  to  calculate  Impact "  Aid 
entitlement  "differ  substantially  among  the  various  States." 
Thirteen  Southern  or  border  States— those  combining  high  State  aid 
and  low  ,per-pupil  expenditures— "had  districts  claiming  witftout 
exception  the  one-half  national  average  local  contribution  rate  of 
?225.t78."    %  j 

\  -  • 

6  r 

yen.  States  with  average  local  contributions  exceeding  $400  relied 
on  the  comparable  district  method.  [Lawrence  ft  Brown,  III,  "Alan 
L.  Gihsburg^  Martha  Jacob*,  Impact  Aid  Two  Years  Later,  An  Assess- 
ment/of- the  Program  as  Modified  by  the  1974.  Education  Amendments 
(197j3)  .}<  :  ;  :  :  
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Burden  is  a  combination  6i  revenue  loSt  because  of  Federal  immunity  from 
local  taxation  and  "expenditures  made  because  *f5ader ally-connected 
children  attend  public  school.  The  cost  of  providing  an  adequate  level 
of  education  for  federall^-connec$edfChildren  is  part  of  the  financial 
burden  imposed  by  the  Federal  presence.  Given  the  Federal  obligation 
with  respect  to  the  edtfeatixsn  of  federally-connect.ed  children  and  the 
expressed  legislative  conqern  with  that  lkvel  of ^education,  \t  is 
-reasonable  that  the  cost  of  educating  those  children  adequately  should 
provide  a  benchmark-  foz#  determining  amount  of  compensation  for^  the 
Federal  presence.        §  r  »  " 

Although  improved  analytical  techniques  in  the  fields  of  economics  and 
school  finance  tKat  could  make  a  more  precise  formula  for  measuring 
burden  and  obligation  under,  SJbate  law  are  beiric^  developed,  they  require 
a  great  deal  of  study  and  testing  for  their  improvement  and  Validatibn. 
At  some  point,  the.  Commission  hoped 'that  these  techniques  can  per-* 
?ected.  The  economic  impact  model  $as  been  dff eloped  as  part  of  this 
effort.      —  _  m  I     *j  v 

The^Oopnnission  believes  that  the  principles  in  develo^irpg  those  tech- 
niq^Qs  can  be  laid  out  and  applied  at  this  time  4n  a  general  sehse'and 
used  a  formula  for  determining  entitlements.  A  local  educational 
agency  should  be  compensated  on  the  basis  of  a  consideration  of  the 
burden  placed  upon  it  by  Federal  actiyftiek,  and,  in  determining  the 
ajaounfcv<ff  that  burden,  the  following  should  be  taken  into  consideration: 

(a)  loss  of  revenue; 

(b)  cost  of  providing  an  adequate  level  of  education;  ✓ 

(c)  the  fiscal  benefit  of  Federal 'activities;  and* 

(d)  the  Obligation  a  landS^er  and  <>user  •  fras,  as  such,,  under  the 
school  finance  laws  of  the  States.  *  . 

The  first  of  these  factors,  if  it  were  a  primary  factor  in  determining 
the  amount  of  compensation  under  any  general  formula,  could%  be*  best 
implemented  by  "congtessiopal  consent  to  local  taxation  of  « Federal 
property,  thereby  rendering,  in  most  cases,  the  others  unnecessary. 
Consent  to  local  taxation  has  not  been  considered  practical,  and  evi- 
dence before  the  Commission  indicates  that  it  would  be  both  more  expen- 
sive and  less  equitable  than  payments  under  current  lax  in  providing 
education  for  federally-connected  children. 

The  latter  two  of  these  four  factors  are  the  subject  of  these  improved 
analytical  techniques  and  their  effectuation,  must  be  delayed  until  syqh 
time  as  the  techniques  f  can  be  perfected..  Therefore,  "it  would/appear 
that  the  simplest  and  most  nearly  equitable  means  of  calculating  the 
amount  of  compensation  for  a  federals-affected  local  educational  agency* 


'A 

s 


„ would  be  a  method  based  * upori* the  service  busden*  suffered  by  that  agency; 
.  that  is,  for  the  Federal  Government  to  pay  an  appropriate  percentage  of 
,  the  local  share  of  the  cost  of  providing  an  adequate  level  of  education. 

*  •  -      '  *         *  ,  - 

•  A  formula  for  determining  that  amount  must  b%e  "basea  upon,  three  def ini- 
J  {ions  $  "        *  * 

.  *      y  \ 

o  m*  *       *  •  *  ^ 

p}  What  is  the,  cost /of  providing  an  "adequate  l^el  df  education*? 

(2]f  What'  is  ^he  ".local  shar<§"  "of  .that  cost?  \  •  '  * 

(3)  What  is  the  ■appropriate  petcfe/lta^  of  the  local  share  of  that 
.  cost? *  *  _       '  • 

,  Id  ''defining  these  terms,  the  C$rmission*has  sought  a  meansvDf  making 
judgments  which  are  as  nearly  consistent  yith  the 'basic  theory  of  the 
Impact  Aid  Program  as  is  possible.  That  theory  is  -that  Federal  payments 
'are  for  the  purpose  of  enabling  the  States,  through  their  local  educa- 
tional* agencje?,  to  carry -out- their  i^istoric  responsibilities  under  a 
federal-  system,  notwithstanding.  Federal  burdens  imposed'  upon  those 
agencies. _  Within  that  theory  .is  an/additional'principie  that' the  amount 
+of.  those  patents  should  take-  into/ consideration  the  n£ed  to  provide 
federally-cpnnected  children  an,,  adequate  level  of  education,  wherever 
they  attend  school.  .       •  *■ 

On 'the  basis  of  this  theory  the  three  definitions  can  be  developed  as 
follows^ 


1)  Adequate  Level  of  Education  '  * 

.Under  the  policy  of  Federal  neutrality  regarding*  the  laws  of  the  Spates, 
actions  of  the  States  respecting, adequacy' of  the  level  of  education  they 
provide  for  children  in-  attendance  at  the  schools  of  their  local  educa- 
tional agencies  should  be  .given  weight,  ,and  a  presumption  should  lie  in 
favor  of  the  decisions  of  the  States- regarding  the  expenditures  neces-. 
sary  to  provide  that^  level  of  education— that  is,  the  actual  average 
per-pupil  expenditure  by  the  local' educational  agencies  of  the  States.  ~ 

From  the  policy  of  Federal  neutrality  a  general  rule"can  be  drawn*  an 
adequate  level  of  education  in  the  schools  of  a  local  educational  agency 
should  equal,  with  some  exceptions,1^  average  per-pupil  expenditure  of 
all  the  local  educational  agencies  in  the  State  in  which  its  schoof 
district  is  located.  - 

This  rule  can  be  based  on  the  congressional  policy  first  reflected  in** 
the  1953  amendments  to  Public  Law  874  when  one-half  the  State  average* 
per-pupiL  expenditure  was  authorized  as  an  alternative  LCR  to  the 
comparable  district  method  of  computing  BCR.  * 
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Two  exceptions  .to  'this  rule  are  merited:  (1)  a  consideration  of  the 
national  Average  per-pupil  expenditure  as  an  alternative  to  th^  State 
average  perrpupil  expenditure;  and  (2)  higher  than  average  costs  associ- 
ated with  the  education  of  certain  categories  or  *  classifications  of 
feeler  ally-cbnnect'ed  childrefu  f  _x„i 

T 

(a)  National  Average  Per-Pupil  Expenditure*  The  expenditures,  in 
States  having  average  per-pupil  expenditures  of  J.ess  than  the  national 
average  per-pupil  expenditure  may  not  be  sufficient  to  provide  fed- 
erally-connected children  with  an  adequate  level  of  education. 
Wherever  a  federally-connected  child  goes  to  school,  .the  Federal 
obligation  follows*  Ifr  for  Federal  purposes,  the  parents  of  a  child 
must  reside  in  a  school  district  of  a  local  educational  agency  having 
low  r expenditures  per  child,,  should  the  education  of  ~tha&  child  be 
♦hampered  by  tfie  fiscal  capacity  ot  that  local  educational  agency? 
With  this  factor  in  mind^  and  carrying  the  Federal  neutrality  concept 
a  .little  further,  a  minimum  level  of  expenditures  can  be  set  for  a 
determination  of  adequate  level  of  education:  the  collective  decisions 
of  all  the  States,  so  that  the  national  average  per-pupil  e^p^ftCJiture 
becomes  that  minimum.  \ 

*  (b)  Adjustments  to  &verag£  Per-Pupil  Expenditure  in  "the  Cases  of  gome 
Federally-Connected  Children*  %  A  number  of  factors  affect  the  cost  of 
education  of  federally-connected  children  which  may  make  ip  appropry- 
ate  to  adjust"  the  Expenditure  necessary  to  provide  an  adequate  lev^l 
of  education  upwar^f  from  the  State  or  national  average  per-pupil 
expenditure*-  Many  federally-connected  children  have  educational  needs 
which,  or  whose  circumstances,  require  greater  than  the  average 
per-pupil  expenditure  appropriate  for  the  affected  local  educational 
agency*  Evidence  before  the  Canmission  indicates  that  the  educational 
needs  of  dependents  of  military  personnel  differ  from  those,  of  chil- 
dren otherwise  situated*  Ifae- Congress  itself  recognized  this  fact 
when,  in  1974,  the'LCR  for  handicapped  dependents  of  such  personnel 
was  set  at  150  percent  of  that  which  otherwise  was  calculated  for  a 
local  educational  agency*  J 

Again,  in  1978,  the.  Congress*  recognized^that,* there  were  additional 
costs  associated  wifJ-h children  residing  on  Indian  .lands  by  increasing 
ithe  ICR  for  those  children  to  125  percent,  *     "*  • 

< 

In  addition,  testimony  was  offered  to  support  the  argument  that  the 
costs  of  administration  and*  adjusting  instructional  programs  were 
extraordinary  in  local  educational  agencies  swith  a  high  proportion  or 
a  large  number  of  children  from  highly  mobile  military  families  in 
^their  classrooms* 

For  ^hese  reasons,  the  Commission  believes  that  the  law  should  provide 
for  adjustments  by  administrative  procedure*  These  adjustments  would 
increase  the  amount  of  expenditures  necessary  to  provide  an*  adequate 
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level  of  education  for  categories  of  federally-connected  children,  such 
as  Indian  children,  military'  dependents,  children  in  icy-rent  public 
hbusing,  children*  in  heavily  impacted  local  educational  agencies,  and 
the  costs  involved  in  participating  in  the  impact  Aid*  Program  which  are 
incurred  at  the  local  level.  '  . 

2)  Local  Share  of  the  Cost  of  an  Adequate  Level  of  Education'  ^ 

Present  law  requires  that  the  local  share  of  the  cost  of  education  be 
deterpiifted^on  the  ^basis  of  local  expenditures .  from  local  sources  of 
revenue*  Defining  local  expenditures  from  local  revenues  is  difficult, 
especially  with  the  changes  in  tax  collection  and  dispersal  methods  used 
now*  In  some  States,  the  State  collects  local  taxes  and  then  returns 
the  revenues  therefrom  to  localities*  Are  these  State  or  local  revey 
nues?  This  situation  is  even  more  complicated  in  States  which  equalize 
real  property  tax  revenues. 

A  simpler  method  of  computing  *  local  share  is  to  determine  what  the 
non-local  share  of  the  cost  is  acid  then  deem  the  remainder  to.  be  local, 
so"  th&t  the  local  sha^e  becomes  , that  part  of  the 'cost  of  providing  an 
adequate  level  of  education1  far  federally-connected  children  which  is 
not  pai<J  by  the  State  or^by  the  Federal  Government.  The-  data  .on  these 
sources  are  more  readily '  available  and  tend  to  be  more  nearly  uniform 
them  those  available  regarding  local  sources  of  revenue. 

t  .  ** 

In  order  to  avoid  misrepresentation  of  what  this  factor  actually  meas- 
ures, the  current  term  "local  contribution  rate"  should  be  abandoned  and 
the  term  "Federal  contribution  rate"  be  used  as  a  more  nearly  accurate 
phrase. 

The  policy  in  f4vor  of  Federal  neutrality  with  respect  to  State  law 
requires  a  consideration  of  the  quefetion  of  increasing  State  contribu- 
tion to  local  educational  agencies.  If  the  amoght  a  State  contributes 
k  t o  a  locavl  educational  agency  increases  beyond  50  percent  of  the  cost, 
the  method  described  above  woufd  penalize  that  local  educational  agency 
in  that  itp  Impact  Aid  payment  wofcld  be  reduced.  This  would  discourage 
State  policies  in  favor  of  more  State  aid  and  be  negative  rather  thfn 
neutral.  Therefore,  <  the  Commission  believes  that  a.  minimum  Federal 
contribution  rate  should  be  set  so  that  no  local  educational  agency  in 
any  State  should  have  a  Federal  contribution  rate  of  less  than  50 
percent  of  the  average  per-pupil  expenditure  in  that  State.  ; 

3)  The  Appropriate  Federal  Percentage  of  the  Local  Share 

\     ' 

A  precise  measurement  of  the  local  share  of  the  cost  of  education  for?, 
which  the  Federal  Government  has  an  obligation  is  difficult.  Previous 
studies  have  attempted  sUch  a  measurement,  and,  in  1974,  the  Congress 
adjusted  the  method  of  computing  the  amounts  of  entitlements  under 
section  3  in  a  move  toward  greater  precision,  e  t 
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The  appropriate  .percentage  of  the  local  share  determined"  under  the 
original  theory  >(which  the  data  show  to  have  continued  validity)  was 
one-half  the  local^  share  for  ay  child  who' either  lives  on,  or  lives  with 
a  parent  employed  pn,  Federal  property  and  all  of  the  local  share  for  a 
child  who  both  lives  on,  and  lives  with  a  parent  employed  on,  Federal, 
proper ty.  1 
f 

The  1974  adjustmentNnay  have  had  a  rationale  insofar  as  it.  distinguished 
military  dependents  from  dependents  of  civilian  employees  of  the  Federal 
Government,  in  that  military  personnel  _are,  to  -a  greater  extent  than 
civilian  employees,  less  subject  to  State  and  local  'taxation.  The 
distinctions  regarding  State  and  county  boundaries  between  the  location 
of,  the  school"  and  place  of  employment  are,  when -'considered  in  light  of 
the  trend  toward  emphasizing  Service  burden,  devoid  of 'rationale:  the 
cost  of  education  does  not  vary  when  a 'child's  parents  cross  the, line 
between  political  entities  to  go  to  work.  The  political  boundary 
distinction  appears  to  have  been  an  anachronistic  resurrection  of  the 
out-dated  revenue  burden  theory  Which  influenced  greatly  .the  original 
program.  „  If  revenue  burden  is  nat  a  primary  factor  in  determining 
compensation,  then  whether  the  Federal  property  is  within  the  school 
district  of  the  local  educational  agency  is, irrelevant. 

Regarding  the  distinction  between  the  children  of  military  personnel  an<3 
those  of  civilian  employees,  it  is  true  that,  because  of  the  Soldiers 
and  Sailors  Relief  Act,  and  th§  availability  of  retail  stores  on  mili-  , 
tary  installations,  military  personnel  are  not  subject  to  many  State  and 
local  taxes.  However,  these  taxes  are  not-generally  the  type  which  give 
rise  to  local  revenues  for  local  educational  agencies.  Children  of 
military  personnel  do  have  special  educational  needs  which  may  merit 
such  a  distinction,  but  the  cost  of  meeting*  those  needs  are  more  proper- 
ly met  through  adjustments  in  the  determination  of  an  adequate  level  of 
education' for  those  children. 

The  various  distinctions  among  the  categories  x>t  federaliy-corinected 
children  have  made  application  forms  .more  difficult,  have  complicated 
the  approval  process,  and  have  made  the  law  and  the  program* more  complex 
than  is^  necessary;  These  administrative  difficulties  outweigh  any" 
benefit  to  be  achieved  through  the  complex  set  of  categories,  "  For  these 
reasons  the  Commission  is  recommending  that  the  Federal  percentage  be 
100  percent  for  children  who  both  reside  on,  and  feside  with  a  parent 
employed  on,  Federal  property  and  50  percent  for  children  who  either 
reside  on,  or  reside  with  a  parent  employed  on,  Federal "property . 

Exceptions.  As  is  always  tfie  case  when  a  general  formula  is  drawn, 
there  are  exceptional  circumstances  which,  when  that  formula  is  applied, 
result  in  inequities.  Present  methods  of  caieuiffting  burden  fail^  to 
reflect  actual  per-pupil  payment  necessary  to^provide  an  adequate  level 
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of  education.  (  In  order  to  accomodate  special  circumstances4,  Public 

Law  874  has  been  amended  many  times  to  alter  the  method  for  computing 
the  amounts  of-  entitlements  and  the  rates'  at  which  payments  are  made  on 
those  entitlements.  This  has  resulted  in  a  complex  law  undar  which  all 
local  educational  agencies  must  operate—even  though  the  complexities 
are  the  result  of  a  minority  of  situations.  .  t      •     .  " 

Rather  than  continue  a  complex  l^w,  which  even  in  its  complexity  fails 
to  achieve  , equity  for  local  educational  agencies  in  unique  situations, 
the  Commission  believes  that  unusual  cases  ought  to  be  treated  individu- 
ally in  accordance  with  criteria  reflecting  the  general  philosophy  and 
theory  underlying  the  Impact  Aid  Program. 

Bven  though  a  majority  of  local  educational  agencies  w£th-heavily 
impacted  school  districts  may  f*n  into  the '  .category  of  having  such 
unusual  circumstances  as  may  require  individual  treatm^nfy  ease  '  of 
administration  for  the  remainder  of  the  local  educational  agencies  in 
the  program  would  Justify  the  ^xtra  administrative  effort  neeesSaxy  for 
individual  treatment  of  those  with  heavily  impacted  districts,  ' 

As  late  4S  November  1980,  there  were  local  educational  agencies  for 
which  LCR's  had  not  been  determined  for  the  school  year  1979-1980,  so 
that/  because  of,  the  complexities  o?  the  payments  system,  no  local 
educational  agency  in  the  Nation  could  determine,  with  precision,  .its 
payment  for  the  previous  school  year—even  then  as  the  School  year 
1980-1981  be^an.  Administratis  appeals  and  judicial  review  of  unusual 
situations  might  hold  off  final  determinations  of  the  amounts  *of  pay- 
ments foe  some  time  into  the  next  year.  *      I  . 


452/  Bat telle  observed  that: 


The  current  methods  of  matching  local  contributions  per 
pupil  of  comparable  districts -within  the  same  state  or 
State  groupings  of  districts  were  found  to.,do-an  inher- 
ently poor  job  of  meeting  pet  Jburden  of  Federal  instal- 
lations. By  failing  to  reflect  Jtiie"  actual  state  aid  and 
local  resource^  of  ,the  recipients,*  <the  comparable  dis- 
tricts method  will  tend  to  overpay  in  some  cases'  and 
underpay  in  others.  Further,  by  tying  contributions  to 
activities  in  .districts'  that  do  not  receive  substantial 
impact  aid,  these  methods  do  not  provide  ahy  automatic 
correction  factor  to  offset-  a  reduction  in  local  tax 
effort  resulting  from  overpayments  of  Impact  >aid. 
(Battelle  Memorial  Institute,  91st  Cong.,  2d  Sess,, 
School  Assistance  in'  Federally  Affected  Areas:  A;St»udy 
of  Public  Laws  81-874  and  81-815,  House  Committee  "on 
Education  and  Labor  101  (1970).] 


\ 


'      4^  i 


J 


-392 


It  is  for  these  reasons* that  the~~Commission  believes  that  the  law  should 
be  made  capable  of  handling  payments  io  the  great  majority  "of  local  edu- 
cational agencies,  while  those  with  unusual ^pf  difficult  circumstances 
get  just  treatment  through  the  administrative* process*  In  line  yith  the 
views  of  Ztfk  Commission  respecting  heavily  impacted  local  educational 
agencies  as  stated  in  section  IV  'df  this  Chapter,  the  Commission  be- 
lieves that  broad  "exceptions  to  this  formula  should  be  created;  and  used 
for  those  agencies:  , 

(1)  An  exception  should  be  made  for  local  educational  agencies  having 
school  districts  in  which  there  is  a  substantial  portion  of  Federal 
property.      This   exception   should   parallel    the  current   section   2*  * 

(2)  Another a exception,  paralleling  but  expanding  they  current  section 
*^3(d)  (2)  (B) ,   should  be  made  for  local  educational  agencies  having  a 

high   percentage  of  federally-connected   children   in   their  schools*' 


these 


The  Commission  is  reluctant  to  suggest  prec/se  "figures  to  govern 
situations  because  any  figure  is  arbitrary.  The  Commission,  therefore, 
would  suggest  that  the  policies  in  current  law  be  followed*^  with  some 
room  for  flexibility*  This,  of  course  means  that  the  Department?  would  ' 
make  judgments  affecting  the 4  amount  to  which  a  local  educational  agency 
is  entitled*  .Those  judgments  should  be  reviewable  along  lines  similar 
to  provisions   in  current  law  relating^  tb  administrative  and  Judicial 

review.    ,  -       >  t 

-*  .  « 

Deductions*  Finally,  some,  local  educational  agencies  receive  'j^ayments' 
in-lieu  of  taxes  from  other  Federal  agencies  because  ol  the  tak-exempt 
status  of  Federal  property.  These  payments  appear  to  be  compensation, 
in  part,  for  ^  some  >of  the  Federal  burden*  That  being  the  case,  the 
Commission  believes  that  the  amount  of  those  payments  should  be  used  to 
reduce  the  ajaount  pi  impact  Aid  payments. 


ATTACHMENT?  I :  ✓  LEGISLATIVE  HISTORY  OP 
LOCAL  CONTRIBUTION!  RATE*  PROVISIONS  OP  PUBLIC  LAW  874 

?  *  I 
In  ^computing  the  amount  of  entitlement  to  a  local  educational  agency 
under  Public,  Law  874,  the  Congress  appears  to  have  sought  a  formula  for 
determining  the  amount  of  mon^y  which  woul£  have  been  spent  on  the 
education  of  federally-connected  children  from  local  sources  if  the 
local  educational  agency  had  been  able  to  -raise  local  revenues  without 
regard  for  Federal  activities  or  ownership  of  land. 

As  originally  enacted,  section' 3(c)  of  Public  Law  874  provided  for 
determining  tjie  local  contribution  tat'e  (LCR)*  for  a  local , educational 
agency.  Two-  procedures  were  required  to  reach  the  LCR  for.  any  local 
educational  agency:  (1)  *  determination  of  which  schoo^  districts  within 
a  State  were1  most  nearly  comparable  (in  .the  Commissioner  judgment) 
with  that  o^ 6n  applicant  local  educational  .agency;  and  (2)  a  njathemati- 
cal  determination  of  the  average  per-pupil  expenditures  from  local 
sources  in  those  comparable  districts. 

Subsection  (c)  of  section  V  is  comprise^  of  three  sentences:  the  first 
directs  the  Commissioner  of  Education  \oy  determine  comparable  districts 
and  determine  average  pgr^pupil  expenditures;  the  second  sets  the  LCR; 
and  the  third  provides  for  an  exception  in  the  case  of  school  districts 
for  which  ,there  are  no  reasonably  comparable  school  districts. 

Comparable  School  Districts.      Under  the  first  sentence  of  subsection 
(c) ,  the  Commissioner  £s  directed  to  determine,  after  consultation  with 
^£he  State  educational  agency  of  the  State  in  which  the  applicant  local 
, educational  agency  is  located ,  which  school  districts  in  that  State  are 
most  nearly  comparable  with  the  school  district  of  J:he  applicant  agency. 

Determination  of  Amount  of  LCR,  The*  LCR  for  any  local  educational 
agency  for  any  fiscal  year  was  to  be  determined  under  clause  (2)  in  the 
first  sentence  of  subsection  4c)  and  the  second  sentence  of  ^subsection 
(c)  ♦  The  Commissioner  was  to  determine  two  numbers?  (1)  aggregate 
current  expenditures  which  local  educational  agencies  of  the  comparable 
school  districts  made  from  revenues  derived  from  local  sources*  and  *{2) 
aggregate  number  of  children  in  average  daily  attendance  for  whom  those 
local  educational  agencies  provided  a  free  public  education.  Each  of 
these  numbers  was  *to  be  determined  for  the  second  year  preceding  that 
for  which  the  computation  was  made.  The  LCR  for  an  applicant  local 
educational  agency  was'to  be  equal  to  the  quotient  obtained  by  dividing 
aggregate  current  expenditures  by  aggregate  number  of  children. 

Exceptions.  The  third  sentence  of  section  3  (c) ,  provided  specially  for 
determining  LCR  of  local  .educational4  agencies  which,  because  of  unusual 
geographical -factors,  have  no  reasonably  comparable  school  districts  in 
ftthe  State  in  which  they  are  located.  %£  there  were  rid  such  schctel 
districts   and,  if    unusual   geographical    factors   affected4   the  current 
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expenditures  necessary  to  maintain  a  level  of  Education  equivalent  to 
that  maintained  in  the  comparable  school  districts,  the  ^Commissioner  was 
authorized  to  increase  the  LCR  for  that  Icjcal  educational  agency.  *  The 
increase  was  ,to  be  equal  to  that  necessary  to  compensate  the  agency  ^or 
*.the  increase  in  current  expenditures  caused;  by  such  unusual  geographical 
factors*    The  original  language  reads f  . 


LOCAL-CONTRIBUTION  RATE 


(c)  The  local  contribution  rate  ioi       local  educational 
*v  agency  #br  any  fiscal  year  shall  be  compdtedf-by-^tfie  Commis- 
sioner of  Education,  after  consultation  W£th  jthe  State 
educational  agency  and  the  local  educational?  agency r  in, the 
following  manner:  »  ^    '  \« 

(1)  he  shall  determine  Vhich  school  distriddT  within 
the  State  are  -in  his  judgment  most  nearly  comparable  to 

, -    -         the  school  district  of  the  agency  for \jwhl3i"~"El^e  J compu- 
tation5, is  being  made?  and    '  \"  \J 

(2)  he  shall  then  divide  (A)  /the  aggrega^  current 
expenditures,  during  the  second^;  f iwaJL^  year  preceding 
the  fiscal  year  for  wiiich  he  is' making  the  computation, 
which  the  local  educational  agencies  of  ;such  comparable 
school  districts -made  from  revenues ^ derived  from  local  . 
sources,  by  (B)  the  aggregate  number  of  children  in  f 
average  daily  attendance  to  whom  such"  agencies  provided 
free  public  education  during  such  second  preceding 
fiscal  year.  #  :  ^ 

The  local  contribution  rate  shall  be  an  amount  ecjual  to  the 
quotient(  obtained  under  clause  (2)  of  this  subsection.  '  Jf 
in  the  judgment  of  the  Commissioner,  the  i current  expendi- 
tures in  those  school  districts  which  he  h$s  selected  under 
clause  (1)  are  ndt  reasonably  comparable  because  of  unusual 
geographical  factors  vhich-  affect  the  current  expenditures  . 
necessary  to  maintain  in  the  'school  district  of  the  local 
educational  agency  for  which  the  computation  is  being  made, 
a  level  of  education  equivalent  to  that  ^maintained  in  such 
other  districts,  the  Commissioner  may  -increase  th^-  local 
„  contribution  rate  for  su£h  agency  by  such  amount^  as  he 
determines  will  compensate  such*  agency  for  the  increase  in 
current  expenditures  necessitated  by  such  unusual  geograph-  - 
ical  factors.  '  l  •  * 

r  ) 

1953  Amendments  (Public  Law  83-248)  ' 

_    i        .    ,  -  s  i 

Section  2^  of  Public  Law  83-248,  enacted  August  8,  1953,  revised  section 
3  of  Public.La.w  874*  in  its  entirety.  In  so  doing, 'the  provisions 
setting  out  the  means  for  determining  the  LCR  of  an  agency  were  redesig- 
nated as>  subsection  (d)  of  section.  3  and/^three  substantive  "  changes 
affecting  LCR  were  included:    (1)   special  provisions  were  included  for 


7 

/ 


437 


outlj^ng  areasr_.as  defined  within  'Public  Law*83-248  (i.e.,'  Alaska," 
Hawaii,  Puerto  Rico,  wake  Island/  and  the  Virgin  Islands);  (2)  the 
langqage  "generally  comparable*  was  substituted"  for "  #most  nearly  com- 
parable" in  describing  the  school  districts  which  were  to  be  used  in 
determining  LCR  for-  a  local  educational  ^agency;  and  (3)  provision 
was  made  tor  an  alternative  or  minimum  LCR  for  all  local  educational 
agencies.  -  * 

Special  Provisions  for  Outlying  Areas,  Alaska,  Hawaii,  Puerto  Rico, 
Wake  Island,  and  the  Virgin  Islands  (hereinafter  referred  to  as  "the 
outlying  areas")  were  given  special  consideration  in  determining  LCR. 
The  outlying  areas  were  excluded  fr6m  the  applicability  of  the  first 
three  sentences  of  section3(d)  (as  so  redesignated),  A  new  sentence 
was  added  to  3(d)  which  provided  that  the  Commissioner  would  determine 
LCR  for  1  local  educational  agencies  in  the  outlying  areas,  in  accordance 
with  policies  and  principles  best  effectuating  the  purposes  of  Public 
Law  874  and  most  nearly  approximating  the  policies  and  principles  used 
for  determining  LCR  for  local  educational  agencies  in  the  States, 

Comparable  School  Districts.  Onder  the  original  law,  LCR  for  a  local 
educational  agency  was  determined  on  the  basis  of  average  per  pupil 
current  expenditures  in  school  district  "most  nearly*  conjparable  with 
that  Qf  the  applicant  agency.  Section  2(b)  (2)  of  Public  Law  248  amended 
section  3(d)  (1)  of  Public  Law  874  by  changing  tlje  term  "most  nearly"  to 
"generally"  so  .that  the  school  districts  used  in  determining  LCR  for,  a 
local  educational  agency  were  those  that  were  "generally"'  comparable 
with  the  district  of  that  agenfcy*^  * 
*  « 

Alternative  or  Minimum  LCR.     Section  2(c)  of  Public  Law  83-248  added  a 
new  sentence  to  section  3(d)  of  Public  Law  874.     That  provision  set  a 
minimum  LCR  irr  each,  State  equal  to  half  the  average  per-pupil  current- 
expenditure  in  a  local  educational  agency's  State,    Minimum  LCR  for  any 
local  educational  agency  in  any  State  was  to  be  half"  of  the  quotient  - 
obtained  by  abiding  (1)  the  aggregate  current  expenditures  made  by  all- 
local  educational  agencies, in  that  State,  regardless  of  the  sources  of 
the  *£unds  from  which  those  expenditures  are  made,  by  (2)  the  aggregate 
number  of*  children  in  average  daily  attendance  for  whom 'such  agencies 
provide  free  public  education.  x 

-  i 

1956  Amendments  (Public  Law  84-949) 

Section  205  of  Public  Law' 84-949  enacted  August  3,  1956,  amended  section 
3(d)  of  Public  Law  874  by  reinstating  the  original  language  regarding 
comparable  districts  (thereby  reverting  to  "most  nearly"  comparable 
districts)  ^ari^  by  rewriting  the  language  relating  to  alternative  or 
minimum  LCR.  !  ' 

Comparable  School  Districts.     Clause   (1)  of  seStion  2o£  of  Public  Law 
84-949  amended  clause  (1)  of  section  3^4)  of  Public  Law  874  by  striking  - 
out  "generally Scpmpar able"  and  inserting  in  lieu  thereof  "most -nearly 
comparable." 
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Alternative  or  Minimum  LCR.  The  second  clause  of  section  205  %f  Public 
Law  84-949  struck  qpt  the  sentence  added  By  section  2(c)  of  Public  Law 
,83-24&  (relating  to  half  the  State  average  per-pu£il  expenditure  as  a 
minimum  LCR)  and  "inserted  in  lieu  thereof  two  new  sentences  which  had 
the^effect  pft  adding  a  second  "^i'ter  native  or  minimum  LCR* 

The  two  new  sentences  added  by  clause   (2)  of  section  205  were  as  fol- 
lows: the  first  provided  that  there  be  two  minimum  levels  considered  for 
determining  LCR?  the  second  jie fined  the  terms  used  in  describing  these' 
minimum  Tevels  < 

♦ .  <  .  ,  -  , 

Dnder  the  amended  law,  the  LCR  for  a  Ideal  educational  agency  in  a  St§te 
could  not  be  less  th^t  either  (1)  half  the  average  per-pupil  expenditure 
in  that  State  'or  (2^  the  national  average  per-pupil  LCR*  -An  exception 
provided  that  if  the  latter  minimum  is  used,  LCR  cannot  exceed^  100 
per.cent  of  the  average  per-pupil -expenditure  in  that  State. 

Average  p%r-pupil  expenditure  in  ^yState  continued  to  be  computed  <as 
provided  in  the  amendment  made  toy  Public  Law  83-24$. 

I  -  % 

The  term  "national  average- per-pupil  LCR"  was  defin^tf  as  (1)  the  aggre- 
gate amount^to  which  all  local/  educational  agencies  in  the  States  were 
entitled  for  the  second  preceding  year^  a£  computed  under  section 
3(c)(1)  of  Public,  taw  874,  divided  by  (2)  the  aggre^te  number  of v 
children,  counted  for  computing  th£  amounts  of  entitlements  under  that  - 
%  Section ♦  In  determining  the  aggregate  number  of  such  children,  half  pf 
thos^  counted   under  section  3(b)   of  Public  Law  ,874  were  to  be  used#^ 

1958  Amendments  (Public  Law'85-6^0> 

Section  202(d)  of "Public  Law  85-620  (enacted  August  12,  1958)  ^amended 
section  3(d)  of  Public  Law*  874  b*/  changing  again  the  description  of 
"comparable  district"  and  by  changing  the  minimum  .relating  to  national 
average  per-pupil  LCR  to  one  relating  to  national  average  per-pupil 
expenditure  *  < 

*  * 
Comparable  School  Districts*.     The  Amendment  made  by  Clause  (1)  of 

section^  201  (d)    of  Public  Law  85-620  struck  out   "*most   nearly"  before 

.'"comparable  "school  districts"  and  inserted  in  lieu  thereof  "generally."  « 

Alternative,  or  Minimuia*LCR« .   Clause  (2)  of  section  201(d)  b£  Public  Law  . 
85-620  struck  out  the  two  sentences  add&j  by  Public  Law  84-949  relating 
to  alternative  or  ^inimum  LCR  and  inserted  in  lieu  thereof  two  new  sen- 
tence^ havingSihe  following  effect: 
/      >      k  "  . 

(a)  Whereas,  the  first  of  the  two  sentences  provided  tha.f'there  would** 
be  two  alternative  or  minimum  LCRs--h%if  the  State  average  p^r-pupil 
expenditure  and— tfie  national  average  per-pupil  LCR—the  new  sentence 
provide™that  the.  two  alternative  or  minimum  LCRs  would"  be  half  the 


§tate   average  per-pupil   expenditure   and  half   the  national  average 

j  ■ . 


43« 


-397- 

„      "  .  ***  ' 

per-pupil  expenditure,  except  that  an  LCR  based  upon  the  national- 
average  per-pujpil  .  expenditure  could  not  exceed  100  percent  of  the 
State  average  per-pupil  expenditure.  In  addition,  the  new,  sentence 
contained  a  provision  which i  had  the  effect  6f  holding  local  educa- 
tional agencies  harmless  from  the  ^changes  for  fine  fiscal  jyear.  ' 

(b)   Whereas,  previously  a  seeded  sentence  , defined  •national, average 
/        per-pupil   LCR"   the  new  second'  sentence   defined  ."average  p£r-pupil 
expenditure"  in  a  State. or  the  United  States, 

1966  Amendments  (Public  Law  89-750) 

Section  201(b)  of  .the  Elementary  and  Secondary  Education  Amendments  of 
1966  (Public  Law  89-750,  enacted  November  3,  T966)  amended  section  3(d) 
of  Public  Law  81-874  regarding  the  mejthod  of  determining  LCR. 

QSultation.    Under  the  previous  law,  the  Commissioner  of  Education  was 
.required,  priot  to  computing  the  LCR  for  any  local  educational  agency, 
to  consult  w£th  both  that  local  educational ^agency  and  the  State  educa- 
tional agency.",  '  As   amended,  by  sectipn   201(b),    the  Commissioner  was 
required  to  consult  only  with  the  State  educational  agency. 

Comparable  School  Districts.  Clause  (1)  of  section  3(d)  of  Public  Law 
874  was  amended  to  require  that  the  Commissioner  place  each  school 
district  within  each  State  into  a  group  of  generally  comparable  school 
districts.  Clause *(2)  of  section  3(d)  was  amended  to  provide  that* the 
computation  of  the  t  amount  of  LCR  be  determined^  on  the  basis  of  the 
groups  into  which. such  school  districts  had  been  drteed. 

PerrPupil  Expenditure/'*  The  definition  of  average  per-pupil  expenditure 
was  changed  to  include  direct  current  expenditures^  the  State  for  the 
operation  of  schools  within  the  State. 

1968  Amendments,  (PuHic  Law  90-247) 

Section  206  oi^p?  Elementary  and  Secondary  Education  Amendments  of  1967 
(Public*  Law  jy247,  enacted  January  2,  1968)  amended  section  3(d)  of 
public  Law  874  by  striking  out  the  changes  made  by  Public  Law,  89-750  in 
1966)  thereby  revert ingJ  to  the  law  as  it  stood  prior  to  the  1966  amend^ 
ments.        ,  ,  A  ,  \ 

'*  -    *  .  * 

1974  Amendments  (Public  Law  93-380)  -       -  \ 

Section  305  of  the  Education  Amendments  .of,  1974  (Public  Law  93-380, 
enabled  August  21,  1974) prevised  -section  3  "of  Public  Law  874  in  its 
eritttety.  ^  Even  though  n&  substantive  changes  were  made  regarding  LCR, 
section  3  (d)  was  reorganised  so  that  the  computation  of  LCR  was  govern^ 
by  paragraph  (3)  of  section  3(d)  of  Public  Law"  874.  As  reorganized, 
.section  3(d)  provided  the  general  rule  *  for  computing  the  amount  of 
4  entitlements' in  paragraph  (f) ,  the  exception  to  that  rule  in  paragraph 
{2}<Naftd-<he  determination  of  LCR  in  paragraph  (3),  s 
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The  language  of  section  3(d)  of  Public  Lavr  874  as  it  now  reads*  fallows: 
k  Amount  jpf  Payments 

f  *.  t  *  « 

-  * 

3 (d)  (1 ) Except  as  is  provided  in. paragraph   (2),  the 
%     amount  to  which  a  local  educational  agency  shall  be  entitled/ 
under  this  section.- for  any 'fiscal  year  shall  be  — 

■*      (A)    in   the  case'  of r  any  local  educational  agency  with 
*     respect  to  whifch   the  number  of  children  determined  for  such 
.fiscal  year  >  under  subsection  (a)  amounts.:  to  ^t  least  20-  per 
centum  of  *the  total  number  of  'Children  .who<  w^re  in,  average 
daily  attendance  at  the  schools  of  such  agency  during  such 
-fiscal  y^ar   and   fpr   whom  ,sueljt  agency  provided  free  public 
education,   an  amount  equal'  to  100  .per  centum  of  the  local 
contribution  rate  multiplied  by  the  number  of  children  deter- 
mined under  such  *  subsection  plus  the  sum*of  the  products 
obtained  with  respect  to  such  agency  under  clauses   (B) (iii) , * 
(B)(iv),  (B)  (v)f  and,  .         .  « 

%■ 

*     (E)   in -any  other  case,  an  amount  eqval  to  the  sum  of  — . 

(  (i)    the  product  obtained  by  multiplying   100  per 

cenfeuu^  of  the  local,  contribution"  rate  by  the  number 'of 
children  determined  Vith  respect  to  such  agency  for  such 

fiscal,  year  lindeg  clause  (2)  qf  subsection  (a) ,.  ~ 

/—  *  * 

(ii)  thk  product  obtained  by*  multiplying  90  per 
centum  &£  the  lo^al  contribution  rate  by  the  number  of 
children  determined  with  Respect  to  such  Agency  for  such 
fi&al  yeat  under  clause  (1)  of  subsection  (a). 

(iii)  the  product  obtairfed  by  multiplying  50  per 
centum  of-  the  local  contribution  rate  by  £he  number  *of 
children  determined  with  respect  to  Sjuch  agency  for  such 
fiscal  year  under  clause  (3)  of  subsection  (b) , 

(iv)  the  product  obtained  by  multiplying  45  per 
centum*  of  the  local  contribution  r^te'by  the  number  of 
children  determined  with  respect  to  such'  agency  for  such 
fiscal  ye  it*  under  clauses    (1)   and   (2)  (A)   of  subsection 

(b) ,  and  w-  .  * 

(v)  the  product  obtained  by  multiplying  40  per 
centum  of  the  local  contribution  rate  by  the  number  of  , 
children  determined  with  respect  to  such  agency  for  such 
fiscal  year   under   clause   (2)  (B)    of  subsection    (b) * 

3(d)(2)(A)  Repealed.  -    4  • 


ft 


ERLC 


441 


•-399- 


3{dM2)(-B)  If  the  Commissioner  determines  that  ~ 

(i)  the  amount  computed  undei^  paragraph  (1),,  as  is 
otherwise  providedvin  this  subsection  with  respect  to  any 
local  educational  agency  for  any  fisca'i  year,  together 
with  the  funds  available  to  such  agency  from  State  and 
lopal  sources  and  from  other  sections  of  this  title",  is 
less  than  the  amount  necessary  to  enable  such  agency  to 
ppovide  a  level  of  education  equivalent  J:o  that  main- 
tained in  -fcfee  school 'districts  of  the  State  which  are 
generally—comparable  to  the  ^school  district  of  such 
agency;  / 

*(ii)  sucfi  agency  is  making  a  reasonable  tax  effort 
and  exercising  due  diligence  in  availing*  itself  of  State 
and  other  financial  assistance? 

✓ 

(£ii)  not  less  than  50  per  centum  of  the  total 
number  of  children  wfco  were  in  average  daily  attendance 
at  the  schools  of  such  agency  daring  such  fiscal  year  and 
for  whom  such  agency  provided  free  public  education  were, 
during  such  fiscal  year,  determines  under  either  subset 
tion  (a)t  or^subsection  (b) ,  o^both;  an$ 

/  \  **  *  *. 

£iv)  the  eligibility  of  such  'agency  under  State  law 
for  State  aid  with  respect  to  free  public  education  -of 
childre^  residing  on  Federal  property,  and  the 'amount  of 
such  aid^  *are'  determined  on  a  basis  no  less  favorable  to 
such  agency  than  the  basis  used  in  determining  the 
eligibility  of  local  educational  agencies  for  State  aid, 
and  the  amount  thereof,  with  respect  to  the  free*  public 
education  of  other  children  in  the  State; 

t  ,  * 

the  Commissioner  shall  increase  the  amount  computed  under 
paragraph  (1)  with  respect  to 'such  agency  for  such  fiscal  year 
to  the  extent  necessary  to  enable  such  agency  to  provide  a 
level  of  education  equivalent  tp  that  maintained  iji  such 
comparable  school  districts,.  The  Commissioner  shall  not, 
under,  the  preceding  sentence,  increase  the  amount  computed 
"-under  paragraph  .'(1)  with  respect  to  » any  local  educational. 
Agency  -  for  any  fiscal  year  to  *an  amount  which  'exceeds  the, 
product  of  —  -    'm  * 

(I)    the  amount  the*  -Commissioner   determines   to  be  the 
.cost  per  pupil  of  providing  a  level  of  education  Maintained' in 
such   comparable   school  districts   during   such  /fiscal  year, 
multiplied  by  -  m  *  *  * 

.  (II)*  the  number  of  children  determined  with  respect  to 
such  agency  for  such  year  under  either  subsecti'on  (a)  or 
subsection  (b) , .  or  both,  minus  amount  of  State  aid  which 
the  Commissioner  determines  to  be  available  with  respect  to 
such  children  for  the  fiscal  year  for  which,  the  computation  is 
being  made. 
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3(d)  (2MC)  (i)  The  amount  of  the  entitlement  of  any  local 
educational  agency  under  this  section  for  any  fiscal  year  with 
respect  ,  to  handicapped  children  and  children  with  specific 
learning  disabilities  for  whom  a  determination  is  made  under 
subsection  (a)(2)  or  (b)(3)  and  for 'whom  such  local  education- 
al agericy  is  providing  a  program  designed  to  meet  tjie  special 
educational  and  related  needs  of  such  children  shall  be  the 
amount  determined  under  paragraph  {1}  with  respect  to  such 
children  for  such  fiscal  year  multiplied  by  150  per  centum'. 

# 

■  (ii)  For  the  purposes  of  division  (i),,  programs  designed 
to  meet  the  special  educational  and  related  needs  of  -such 
children  shall  be  consistent  With  criteria  established  under 
division  (iii) • 

(iii)  The  Commissioner  shall  by  regulation  establish 
criteria  for  assuring  that  programs  (including  preschool 
programs) .provided  by  local  educational  agencies  for  children 
with  respect  to  whom  this* subparagraph  applies  are  of  suffi- 
cient size,  scope,  and  ouality  (taking  into  consideration  the 
special  educational  news  of  such  children  as  to  give  reasona- 
ble promise  of  substantial  progress  toward  meeting  those 
needs,  and  in  the  implementation  of  such  regulations  the 
Commissioner  shall  consult  with  persons  in  charge  of  special 
education  programs  for 'handicapped  children  in  the  educational 
agency  of  the  State  in  which  such  local  educational  agency  is 
located*  b 

(iv)  For  the  purpose  of  this  subparagraph  the  term 
"handicapped  children"  has  the  same  meaning  as  specified  in 
section  602 (i)  of  the  Education  of  the  Handicapped  Act  and  the 
term  "children  with  specific  learning  disabilities"  has  the 
same   meaning   as   specified,  in   section   602(15),  of   such  'Act, 

3(d)(2)(D)  The  amount  of  the  entitlements  of  any  local 
educational  agency  under  this  section  for  any  fiscal  year  with 
respect  to  children  who,  while  in"  attendance  at  such  agency, 
resided  on  Indian  lands,  as  described  in  clause  (A)  of-  section 
403(1*),  shall  be  the  amount  determined  under  paragraph  (1) 
with  respect  to  such  children  for  such  fiscal  year  multiplied 
by  125  per  centum, 

3(d)(3)(A)  Except  as  is  "provided  in  subparagraph  (B) ,  in 
ordej  to= compute  the  local  contr ibution^rate  for  a  local 
educational  agency  for  any  fiscal  year,  the  Commissioner, 
after  consult irig  with  the  State  educational  agency  of  the 
State  in  which  the  local  educational  agency  is  locate^  and 
with  the  local  educational  agency,  shall  determine  which 
school  districts  within  such  State^are  generally  comparable  to 
the  school  district  of  the  local  educational  agency  for  which 
the  computation  is  being  made*  The  lodal  contribution  rate 
for  such  agency  shall  be  the  quotient  of  - 
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^  *    -  (£)  the  aggregate  current  expenditures.,  during  the 

^     second  fiscal  year '  preceding  the,  fiscal  yeai;  for  which 
^    the  confutation  is  made,   which  the  local  educational 
agencies  of  such   comparable   school  districts  derived 
from  local  sources, 
divided  by  —  , 

1  m  /    (ii)   the  aggregate  number  of  children  in  average 
t  daily  attendance  for  whom  such  agency  provided  free 
public   education  during   such   second  preceding  fiscal 

3(d)  (3)  (B)  (i)  locai  contribution  rajre  for_^a  local  ' 

educational  agency  in  any  State  shall  not  be  less   than  ..-r 
(I)  50  per  centum  of  the  average  per  pupil  expend!-* 
ture  in  such  State,  or" 

(TI)  50  per  centum  of  such  expenditures  in  all  the 
States,  ,  ?  t 

1  •  * 

whichever  is  greater,,  except  that  clause  shall  not 

operate  in  suph  a  manner  as  to  make  the  loqal  contribution 
rate  for  any  local  educational  agency  in  any  State  exceed  an 
amount  ssqual  to  the  average  per  *£>upil-. expenditure  in  -^uch 
State*  *  *    ,  ' 

(ii)  If  the  current  (ekpenditures  in  those  school  dis- 
tricts which  the  Commissioner  has.  determined  to  be  generally 
coaiparable  to  the  school ,  district  of  *  the  local  educational 
agency  for  which  a  computation  is  made  under  subparagraph  (A) 
are  not  reasonably  comparable  because  of  unusual  geographical 
factors  which  affect  the  current  expenditures  necessary  to 
maintain,  in  the  sd^ool  district  of;  such  agency,  a  level  of 
education  equivalent  to  that  maintained  in  such  other  school 
districts,  tfce  Commissioner  is  authorized  to  increase  the 
l(?cal  contributi6n  fate,  for  such  agency  by  such  an  amount** 
wh'ich  he  determines  will  compensate  such  agency  for  the 
increase  in  curren4e^penditu£es  necessitated  by  such  unusual 
geographical  factors, 

(iii)  The  local  contribution  rate  for  any  local  educa- 
tional agency  in  —  ,      *  ^ 

«  (I)  Puertp\Rico,  Wake' Island,  Guam,  American  Samoa,  1 
the  Northern  Mariana  Islands,  or  the  Virgin  Islands,  or 

(II) *  any  State  in  which ~a  substantial  "proportion  of 
the  land  is  in  unorganized  territory,  or 

(III)  any  State  in  which  there  is  only  one  local 
educational  agency 


.shall  be  determined  for  any  fiscal  year  by  the  Commissioner  in 

*  accordance  with  policies  and  principles  which  will  best 
achieve  the  purposes  of  this  section  and  which  are  consistent 
with  the  policies  and  principles  prpvided  in  this  paragraph 
for  determining  local  contribution  rates  in  States  where  it  is 
possible  to  determine  generally  comparable  school—districts. 

• 

3(d) (3) (C)  For  the  purposes  of  this  paragraph  - 
—  ii)  the  £erm  "State*  does  not  include  Puerto  Rico, 

Wake  island,  Guam,  American , Samoa,  'tfijlNorthern  Mariana 
Islands,  or  the  Virgin  Islands;  and 

(ii)  the  "average  per  pupil  expenditure*  ia  a  State 
shall  be^  (I)   the  aggregate  current  expenditures,  during 

*  *  the  second  fiscal  ye ar_  preceding  the  fiscal  ye^r  for 
\         which  the  computation  is  made  of  all  local  educational 

agencies  in  the  State,  divided  by  (II)  the  aggregate 
number  -of  children  in  average  daily  attendance  for  whom 
such  agencies  provide  "free  public  education  during  such 
second  preceding  fiscal  year. 


A— 
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VIII.    HOW  SHOULD  FUNDS— BE  ALLOCATED  AMONG   LOCAL  EDUCATIONAL  AGENCIES 
WHEN  APPROPRIATIONS  ARE  INSUPPICIENT  TO  SATISFY  ALL-*  ENTITLEMENTS? 

Prior, to  fiscal  year  1969,  the  appropriations  for  making  payments  to 
local  educational  agencies  under  Public  Law  874  were,  with  the  excep- 
tions of  fiscal  years  1965  and  1967,  sufficient  to  satisfy  fiully  the 
entitlements  created  under  the  law.  That  being  the  case,  the  sfcovisions 
of  section  5(c)  of  the  law,  which  made  allowance  for  the  eventuality" of 
insufficient  appropriations,  were  of  minor  importance.  Section  5(c) 
provided  that,  if  appropriations  were  insufficient  to  satisfy  fully  all 
entitlements  for  any  fiscal  year,  the  amount  paid  on  each  entitlement 
that  year  was  to  be  reduced  in  proportion  to  the  amount  of  the  insuffi- 
ciency. 

Since  fiscal  year  1969,  appropriations  have  been  consistently  insuffi- 
cient to  satisfy  entitlements.   The   insufficiencies  were  great  enough 
that   the   ratable   reduction  language  of   section  5{c)    became   a  major  ' 
policy  question.  ,  - 

In  the  case  of  local  educational  agencies  for  which  Impact  Aid  payments 
were  a  relatively  small  percentage  of  their  budgets,  reductions  did  not 
v  cause  major  disruptions  in  their  school-  operations.  It  was  different 
for  local  educational  agencies  which  were  dependent'  upon  Impact  Aid 
payments.  Heavily  impacted  school  districts  were  threatened  with 
serious  disruptions—even  school  closings.  These  disruptions  in  school 
operations  became  a  source, of  real  concern. 

-Beginning  in  1969,  the  Congress  made  special  provision  for  heavily 
impacted  school  districts,  which, gave  local  educational  agencies  having 
an  enrollment  of  at  least  25  percent  "a-  children  payments  equal  to 
their  full  entitlements.  These  local  edscafciona-1  agencies  were,  as  a 
consequence,  recognized  thereafter  as  a  special  category  of  school 
district  and  called,  informally,  "Super  a's."  Subsequent  appropriations 
Acts,-  in  recognition  of  the  special  needs  of  "Super  A"  districts, 
contained  special  language  giving  them  full  funding.  In  addTtion,  those 
Acts  provided  that  entitlements  based  on  "A"  children  in  other  school 
districts  would  be  paid  at  the  rate  of  90  percent  and  entitlements  based 
on  "B"  children  would  be  paid  at  lesser  percentages,  dependent  upon  the 
estimatesjjs  to  how  much  of  the  "B"  entitlements  could  be  covered  by  the 
appropriation. 

In  1974  section  5(c)  of  Public  Law  374  "was  revised  by  initiating  a  new 
approach  to  making  payments  when  appropriations  are  insufficient  to 
satisfy  all  entitlements.  The  new  approach  was  designed  to  set  priori- 
ties for  making  payments  among  various  types  and  degrees  of  Federal 
burden.  This  new  approach  required  that  payments  be  made  in  three  steps 
or  "tiers":- 


In  Tier  I,  a  uniform  25  percent  of  all  entitlements  were  "to  be  paid. 

In  %ier  II,  varying  percentages  of  entitlements  wer*  to  be  paid,  in 
addition  to  the  amounts  paid  under  Tier  I.  Thes^  percentages  ranged 
from  75  percent  in  the  case  of  "Super  A*  districts  down  to  28  percent 
in  the  case  of  entitlements  based  on  "out-of-county"  "B"  children. 
Entitlements  based  on  children  from  low-rent  public  housing  were 
Excluded  from  payments  under  Tier  II,  No  payments  could  be  made  under 
Tier  II  unless  all  payments  under  Tier  I  w6re  made,  and  no  payments 
*  could  b^  made  undeg^flrier  II  unless  all  payments  were  *paide  under  Tier 
'II.  •  ■ 

^  In  Tier  III,  any  funds  remaining  were  to  be  paid-in  partial  satisfac- 
tion of  unsatisfied  entitlements  in  proportion  to  the  extent  that  they 
were  unsatisfied  at  the  completion  of  payments" under  Tier  II, 

With  the  enactment  of  the  Education  Amendments*  of  1978  there  was  a 
reaction  against  the  mandatory  funding  requirements  in  the  tier  system, 
and  section  5(c)  was  amended  to  cause  a  35  percent  reduction  in  the 
amounts  to  be  paid  under  Tier  II  and  create  a  corresponding  payment 
,  authority  which  would  allow  appropriations  legislation  flexibility  in 
determining  the  amounts  to  bfe  appropriated, 

^The  Education  Amendments  of  1578  also  created  further  distinctions  in 
favor  of  ""Super  -A"  districts  which  lowered  the  eligibility  for  *Su£er  A* 
status  from  25  percent  "A"  children*  to*  20  percent  and  provided  for 
funding  military  "B"  children  entitlements  in  the  same  manner  as  such 
districts  are  funded  for  "A*  children  entitlements.  > 

Subsequent  appropriations  Acts  have  further  modified  the  effect  of 
section  5(c)  so  that  section  5(c)  no  longer  controls  the  priorities  in 
making  Impact  Aid  payments,  causing  confusion,  extremely  difficult 
administrative  problems,  and  delays  in  making  payments.. 

The  Commission  recognizes  that,  notwithstanding  tire  merits  of  the  claim 
that  local  educational  agencies  have  on  the  Federal  Government  for 
compensation  for  the  burden  placed  on  them  by  Federal  activities,  there 
are  meritorious  Federal  activities  which  also  have  valid  claims  on  the 
Federal  treasury,  gll  of  which  compete  for  limited  financial  resources' 
in  the  budget-making  and  appropriations  process.  Decisions  affecting 
the  allocation  of  financial  resources  among  those  claims  are  political 
in  nature  and  are  made  on  the  basis  of  many  factors  beyond  the  scope  of 
the  mandate  given  to  this  Commission.  That  mandate,  however,  does 
require  that  this  Commission  recommend  to  the  j^ongress  a  method  of 
allocating!' funds  available  for  Impact  Aid  .among  local  educational 
agencies,  based  oh  priorities  within  the  program,  . 

The  Commission  wishes  to  make  clear  that,  La,  its  assessment  of  the 
.equity  in  the  structure  of  the  Impact  Aid  program,  every  effort  has  been 
made  to  make  an  objective  determination  of  the  Federal  burdens  on  locaJ. 
educational  agencies,  based  upon  legal  and  economic  principles,  and  that 
the  obligations  which  arise  from  those  burdens  are  real  and  substantial. 
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•  Among  local  ^educational  .agencies  the  degree  and  type  of  burden  varies 
-    considerably,  but  the  burden  is  no  less  real  for  a  lightly  •impacted* 

school  district  than  it  is  for  a  heavily  "impacted-  school  district.'  ' 
They  differ  only  in  the^degree  to  which  failure  to  compensate  for-  the 
„   burdens  impairs  the  ability  of-  local  educational  agencies  to  operate. 

Appropriations  ought  to  be  sufficient  to  satisfy  -all  entitlements,  and 
it  is  only  reluctantly  ■  that  the  Commission  would  consider  recoiwnenda^ 
tions^  w^ich^uld  have  the  effect  of  giving  entitlements  of  some  local" 
educational  agencies  higher -priority  than  those  of  others.  The  mandate 
of  the  Commission,  being  as  it  is,  does  require  that  it  do  so,  and, 
therefore,  the  Commission  has  sought  some  rational  principle : upon  which' 
such  a  recommendation  could  be  based.. 

Considering  the  legal^and ' Educational  policies- upon  which  the  preceding" 
recommendations  are  based,  thjre  are  two  which  appear  to  be  appropriate 
*  for  forming  the  basis  for  a  tecommendation  on  priorities: 

•  t 

(1)  The  policy /that  Impact  Aid  is  necessary  under  the  federal  system 
of  government  to  preserve  local  educational  agencies  with  such  heavily 

•  , impacted   school  iistxicts   that   their    ability   to  operate  would  be 

threatened  without  Impact  Aid  payments. 


/ 


{2)  The  policy  that  the  Federal,  Government  has  an  obligation  for  the 
education  of /federally-connected  children. 

In  the  case  ok  local  educational  agencies  wit£  heavily  impacted  school 
districts,  th^  potentially  destructive  force  of  the  power  of  the  Federal 
Government  4%  a  reality.  In  many  cases,  the  reality  is  that  local 
.  educational  agencies  would  be  forced  to  close  their  schools  or  to 
curtail  their  operations  so  substantially  that  they  would  no  longer  be 
viable  units^  of  local  government  under  State  law. 

The  consequences  oi  closures  or  curtailments  would,  be  that  children  for 
whan  the'  Federal  Government'*  has  an  obligation  would  not  receive  an 
adequate  level  of  education  and  there  would  be  a  failure  of  obligation, 
not  only  to  the  local  educational  agency  under  the  federal  system,  but 
to  the  children.  , 

The  Commission  believes 'that  thfese  principles  provide  sufficient  guid- 
ance' for  determining  at  least  which  local  educational  agencies  must  be 
guaranteed  payment  of  their  full  entitlement:  those  which,  if  they  do 
not  receive  the  full  entitlement,  can  not  provide  an  adequate  level  of 
education  for  federally-connected  children.  .,. 

Past  practice  in  Public  Law  874  has  been  to  give  preferential  treatment 
to  the  so-called  "Super  A"  districts— those*  which,  under -current  law, 
have  in  attendance  a  number  of  children  who  bo.tii  reside  on,  and  reside 
with  a  parent  employed  on,  Federal  property   (so-called  "A"  children) 
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and  who  constituted  at  least  20  percent  of  the  average  daily  attendance 
of  their  schools*'  Pn  a  national  average  a  local  educational  agency 
with  an  enrollment  of  20  percent  *A*  children  would  expect  that  the 
entitlements  based  upon  that  number  **ould  constitute  approximately  ten 
percent  of  its  current  expenditures*  if  all  of  that  local  educational 
agency's*  payment /were  eliminated,  then  certainly*  substantial  disruption 
of  its  schools'  operations  wpuld  occur,  yet  it  is  difficult  to  determine 
the  percentage  of  a v local /educational  agency's  current  expenditures  a 
reduction  below  which  such/ a  disruption 'would  almost- always  occur.  Any 
percentage  Of  current  expenditures  j*ou Id  seem  to.be  arbitrary  and 
difficult  to  justify*  *' 

At  the  same  time,  usinc/  only  the  percentage  of  *A"  children  is  incon- 
sistent with  the  policy  statement  in  the  findings  of  this  Commission 
that  there  %s  no  qualitative  difference  between  *A*  children  and  *B* 
children-^jnly  a  quantitative  difference.  Therefore,  using  only  *A* 
children  as  a  demarcation  factor  between  heavily  impacted  and  not-so- 
heavily  impacted  districts  would  appear  to  be  inequitable  to  those  local 
educational  agencies  having  a  high  concentration  of  military  dependents 
who  are  not  *A* %-  children.  Two  *3*  children,  by  definition, *  equ&l  Qrf4 
"A"  child  ander  thk  theory  and  policy  adopted  under  the korid&naJ/  law  and 
under  that  which  this  Commission  recommends  be  continued. 

The  abfcuai  question  is  which  -local  educational  agencies  snculd  .  have 
full  entitlements  paid  and  which,  if  -  circumstances  require ,  should  * 
suffer  pro  rata* reductions;  o*r  stated  .another  way*  which  local  educa- 
tional agencies  could*  not  endure  a  pro  rata  reduction  to  the  extent 
recent  appropriations  levels  would  require  if  law-' had  permitted  such 
across-the-board  reductions.  The  only  guidance  the  Commission  has  *is 
history;  those  which  have  suffered  substantial  reductions  and.  survived; 
and,  presumably,  those  which  did  sot  would  not  have^,  bfeen  able  to  con- 
tinue their  level  of  operations. 

It  on  this  basis  that, the  Commission  has-  come  to  the  conclusion  that, 
or^  the  basis  of  precedent,  the  20  percent  "impaction*  o't  "A"  children  be 
retained  as  a  guideline  for  priority  treatment,  but  that,  if  when  "3** 
children  are  included,  being  counted  as  one-half  a  child  each,  the 
aggregate  number  of  ail  federally-connected  children  constitutes  at 
leas|  25  percent  of  the  average  daily  attendance  of  a  local  educational 
agency,  that  agency  should  be  given  such  treatment* 

At  this  time,  with  a  record  of  more  than  a  decade  of  shortfalls  in 
appropriations,  it  would  appear  that  expansion  df  the  program  to  include 
local  .educational  agencies*with  less  than  three  percent  of  their  average 
daily  membership  being  federally-connected  and  those  with  fewer  than  400 
federally-connected  children  is  not  equitable  for  those  local  education- 
al agencies  which  have  heretofore  been  eligible.  For  this  .reason  the 
Commission  recommends  that  these  local  educational  agencies  with  ex- 
tremely lightly  impacted  school  districts  be  given  the  lowest  priority 
-in  making  payments* 
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Beyond  the  priority  tfiven  heavily  impacted  districts  and  the  low  priori- 
ty given  to  extremely  lightly  impacted'  districts,  the  Commission  can 
find  no  principle  which  can' be  applied  rationally  to  dfvide  the  entitle- 
ment of  one  local  educational  agency. from  therfc  of  another,  and,  if  they 
must  suffer  reductions,-*  then  *  equity  requires  that  they  all  receive 
similar  treatment — pro  rata  reductions. 
# 

IX'    SHOdLD  722   STATES   TAKE   IMPACT  AID  PAYMENTS    INTO  CONSIDERATION  IN 
THEIR  tfPATE  AID  PROGRAMS? 

Under  current  .law,  no  Impact  Aid  payments -can  be  made  to  a  local  edu«- 
cational  agenqy  in  a  'State  which  takes  Impact  Aid  into  consideration^ 
When  determining  the  amount  o£  State  aid  to  which  tt}at  ageno$  is 
entitled.  There  is  an  exception  to  this  general  rule:  if  a  State  aid 
plan \  is  designed  to  "equalize  expenditures,8  then  a  local  educational 
agency  may  receive  Impact  Aid  even  though  the  State  considers  those 
payments  local  sources.  B 
•  \  * 

As  State  programs  of  aid  for  education  have  developed  over  the  years, 
their   forms  and  purposes  have  varied.      Some  provided  foi  simple  per 
capita  payments  to  local  educational  agencies.    Others  made  payments  to^ 
local  educational  agencies  based  on  some  -consideration  of  the  amounts  of 

^wenue,  raised  from  local  property  taxes i  A  number  of  State  legisla-' 
tures*%  in   developing   their   distribution,  formulas,    began   to.  consider 

1  Impfact  Aid  payments  as  local  resources.     This  amounted  to  substituting, 

'Federal  moriSy  for. State  money,  diluting  if  not  negating  a  benefit  from 

•Xfflpact  AiB. 

'  *  /  * 

Xn  1968,  the  Federal- District  Court  for  the  Eastern  District  of  Virginia 
^ul^e&^bhat  Virginia  coul.d*  not  consider  Impact  *  Aid  "payments  to  local 
educational  agencies  as  anything  but  ,a  supplement  *  £o^  funds  already 
available  fop  education' in  the  State.  Sfiefrheard  v.  Godwin,  280  P.  Supp, 
860  (1968).  In  that  case,  Virginia  taxpayers  challenged  the  Virginia 
State  aid  program,  under  which  the  State  reduced  aid  payments  to 
federally-affected  localities  by*  the  amount  of  Impact  Aid  received. 
They  argued  that  the  practice  of  the  State  violated  the  Fourteenth 
Amendment  to  the  U.S.  Constitution  because  *  it  -treated  the  children*  of 
Federal  employees  differently  than  it  treated  other  students  in  the 
State.  They  also  complained  that  the  State  deduction  burdened  them  as 
taxpayers  ^because  deficiencies  in  the  budgets  of  l&cal  ^educational 
agencies  would  have  to  be  made  up  by  increased  . tax,  levies. 

The  State  supported  its  deduction  of  Impact  Aid  payments  by  arguing  that 
those  payments  substitute  for  taxes  and  should  be  charged  ,to .localities 
as  taxes  are  under  the  Statevaid  forfcqla.     The  State  also  argued' that - 
the*  State  counts  federallyTConnected  pupils, in  computing  part  of  State"* 
aid.  .For  this. reason,  the  State  argued  *it  .is  %qot  inequitable  to  insist 
upon   a  deduction  of  a  commensurate  amount  of    (Impact  Aid]    moneys. " 
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In  finding  Virginia's  program  inconsistent  with 'congressional  intent  in 
enafcting  Public  Law  3^4,  'the  court  said  the  plan  violated  two  policies 
of  Impact  Aid ;t%  (1)  that  Federal  funds  are  exclusively  for  supplementa- 
tion of  local  "source  revenues  for  school  purposes  and'  (2)  that  Impact 
Aid- was  noc"intended  to  lessen  State  efforts,.  Fcfc  these*  reasons ,  the 
'  court  concluded: 

...the  State  formula  wrenches  from  the  "impacted  localitie 
the  ver£  benefaction  the  a'ct  was  intended  to  bestow.  Th 
State  plan  must  fall  as  violative  of  the  supremacy  ^clause> 
of  the  Cojistitution. . .  -  *  "  ,  >  

Allowing  Virginia  to  deduct  Impact  Aid  payments  from  the  amount  a 
locality  should  otherwise  receive  in  State  aid  amounts  to  a  "commandeer- 
ing of  credit  for  Federal  moneys,*  the  court  wrote*  This  is  Federal  aid 
to  States,  which  is  *  inconsistent  with  th?_  intent  of  Impact  Aid.  The 
couf*t  noted  that  the  House  Committee  on  Education  and  Labor,  in^ recom- 
mencing passage  t&  Public  Law  374  in  1950,  observed *thafr there  should  be 
IfiSs^Federal  compensation^  to  the  State*  for  the  Federal  presence  in 
community.  State  revenues,  the  Committee  noted*  are  not  diminished  by 
the  Federal  presence— federal  employees  pay  sales, and  income  taxes  as  do 
tother  residents  of  the  State*  ,  * 

In'  response  to  . that,  the  Congress*  in  ,196$  amerided  Public  Law  874,  by 
adding,  section  5(d)(2),  to  require  that  a  local-  educational  agency  cafii 
receive  no  Ufcpact  Aid  payments  if  (1)  the  State  in  which  the  agency  was 
located  took  Impact"  Aid  payments  into  consideration  in  determining 
either  the  eligibility  of  an 'agency  for  State  aid  or  the  amount  of  State 
aiS^^to  which  the  agency  III  entitled,  or  (2)  the  State  in  which  the 
agencySsF3  located  awarded  Ifts  State  aid  to  an'agency  if  It  was  eligi- 
ble for  Impact  Aid  payments  than  if  it  were  not  eligible.  .  „  - 

j 

Kansas  adopted  a~  program  of  State  aid  "which  purported  to  be  an  ecjuali^ 
tion  program*  and  which  took  Impact  Aid  payments  into  consideration, 
order    to   avoid   the  -  penalty   in   this  section  5(d)(2),  members  „of  th^ 
Congress    repre^entiifg   Kansas   and   other  States   in  similar  silt 
succeeded*  ih  enacting  an  exemption  for   fiscal  *year 1 973  from 
5(d) (2}  for  local  educational  agencies  in  States  which  adopted  progri 
of  State  aid  designed  to  equalize  expenditures  among  .local*  education;*! 
agencies.  *  .    *  . 

*Thiswl973   exception  lasted*  only  one  year.      It  was  enacted  with  the 
>  under  stanching   that   the   equalization   issue  "wogid  ,be-  dea^t-  with   as  a 
a£atter*of  long-range  polfcy  in  the  l$T4  Amendments  to  Public  Law  874* 

The  policy  of  Impact  Aid  toward  equalization  is  a  matter  of  cortcern  to 
States  attempting  to  equalize  expenditures  amgng  districts.  Those 
States  contend  that  impact  Aid  payments  can  contribute  to  #per-pupil 
expenditure  disparities^  *If  Impact  Aid  payment  cannot-be  considered^  as 
part  of  the  resources  available  to  a  district,  tnose*  States  argue,  then 
equalization  Efforts  will*  be  defeated,  %  ) 
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.The  1974  amendments  created  a  permanent  exception  to  the  5(d)  rule  to 
provide  that  a.  State  with  what  the  Education  Department  considers  a 
valid  equalization  plan  can  count  Impact  Aid  payments  as  local  resources 
in  assessing^  local  needs.  To  be  valid,  a  State*  aid  plan  must  be  de- 
signed ,  to  "equalize  expenditures"  for  education  among  all  local  educa- 
tional agencies  in  the  State*  Also,  the  state  may  consider  Impact  Aid 
payments  as  local  resources  only  in  proportion  Jo  the  share  that  local 
revenues  covered  under  a  State  equalization  plan  make  up  of  total  local 
revenues. 


\ 


The  controversy  respecting  State  treatment  of  Impact  Aid  payments  stems 
from  the  States'  vi,ew  of  their  s^ate  aid;  programs  and  their  view  of  what 
Impact  Aid  is.  1  « 

* 

-So  long  as  State  aid  programs  to  local  educational  agencies  were  based 
on  assistance  to  the  extent  that  there  was  a  financial  need,  many  States 
took  Impact  Aid  payments  into  consideration  as  local  resources  . in  deter- 
mining the  need  of  local  educational  agencies  for  assistance.  This 
amounted  to ^substituting  Federal  funds  for  state  funds  in  the  State  aid 
program  and^as  found'  to  be  inconsistent  with  the  intention  of  the 
Congress  in  Shepheard  v.  Godwin,  supra* 

\  ' 

The  holding  of9  the  Court  was  ratified  by  Statute  by  the  Congress  and  the. 
question  appeared  to  .be  closed.     However;,  the  States'  movement  toward 
equalizing  expenditures  amctog  local  educational  agencies  raised  a  new 
issue;  expenditures  per  child  regardles^1  of  source  or  need  by  local 
educational  agencies  should  be  to  some"  extent  equalized. 

The  States  contended  that  if  Impact  Aid  payments  were  not  taken  into 
consideration  in  their  State  aid  programs,  those  payments,  when  made  in 
addition  to  the  equalization  provisions  of  State  law,  had  a  disequaliz- 
ing  effect  and  defeated,  the  purpose  cfe  their  plans.  it'  was  for  this 
reason  that  the  equalization  exception  was  made  in  the  statutory  prohi- 
bition against  taking  jfmpact  Aid  payment's  into  consideration  in  State 
Aid.  .   .  '  * 


\ 


The  regulations  implementing  the  equalisation  exception  were  broad.  Not 
only %  was   a   great   disparity  jin   expetfcitures   among   local  educational 
agencies   (25  percent)   permitted,  but  the  regulations  permitted  "power 
^equalization*  or  "wealth  neutrality"  plans  to  qualify  for  the  exception. 
-^^Power   equalization  plans  generally  are  designed  to  enable  any  local 
educational  agency  in  the  State  to  raise  the  same  revenue  for  each  mill 
of  taxation,  and  ,&o  not  even;  address  t^e  question  of  what  is  actually 
expended.     Moreover,   there  is  evidence  that  the  .Education  Department, 
*    wheiT  it  reviews,,  power  equalization  .plans,  'does  not  take  into  considera- 
tion expenditure  or  revenue  deilings  placed  on  local  edticational  agen- 
cies '-which  may 'conflict  with  the  equalization  plan,,  so  that  what  appears, 
"to*  be  power  equalization  iar>der  one  Stste,  law  is  ndt  that  at  all/when 


viewed. In  the  light, of  other  State  laws* 
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It  is  the  >iew  of  this  Commission  that  the  Department  has  been  'unduly 
la^in  enforcing  the  prohibition  in  section  5(d)(1)  (in  cases  such  as 
Kansas^   Maine,   North   Dakota,   and  .possibly  Rhode  Island),   and  unduly 

'generous  to  the  States  in  approving  their  equalisation  plans.  (Michigan, 
for  example)*  The  25  percent  disparity  permitted  under  the  expenditure 
equalization   regulation,   on   its  face,    is   n$t   equalized  expenditures 

*  (especially  when  the 'highest  and  lowest  expenditures  are  not  included 
within  the  disparity  limits).  The  "power  equalization*  regulation  does 
not  even  address  the  issue  of  equalized 'expenditures  and  appears  to  have 
no  basis  in  law. 


v 


The  State  treatment  issue  is  entirely  irrelevant  when  viewed  oh  ,the 
basis  of  the  theory  and  purpose  of.  the  Impact  Aid  Program*  The  Impact 
Aid  Program  is  designed  to  pay  a  portion  of  the  local  "share  of  the  cost^ 
of  education,  as  determined  under  State  law.  Under  this  theory,  the 
States  should,  under  their  '  own  school  financing  law's,  determine  the 
State  contribution  to  local  educational  agencies,  thereby  alsp  determin-  , 
ing  the  local  share  of.  the  cost  of  education..  It  is  to  this*  local  share 
that  Impact  Aid  attaches. 


The  ^Commission  recommends  that  the  prohibition/in  current  law  against 
the  States1  taking  Impact  Aid  payments  into  consideration  in  their  State 
aid  ptogt^ms  ought  to  be  continued  with  modifications  designed  to 
prevent 'State  actions  having  the  same  effect  as  taking  those  payments 
into  consideration *t  Those  modifications:  would  prohibit 

~*   *  #  j 

(1),  a*  State  from  requiring  local  educational  agencies  tq  ?ypend  ;Impa<:t 
Aid  funds  for  any  *purpoisd  whidh  the  State  wobld  otherwise  fund;  and 


(2)  general  purpose  units  of  government  from  diverting  Impacts  Aid 
funds  from  local  educational  agencies, 


With  regard  fpr  the  exception  to  the  prohibition  in  the  case  of  a* 
Spate's   having   an  equalization  plan,  .the  Commission   is  recommending 


speci'fic  guidelines  for  determining  when  a -State  .is  equalized  and  {the 


n  vy 


degree   to  fwhich   Impact 1  Aid  funds  may  be  taken  into  consideration  ih 
equalized  States*  -  •  -* 

*,  » *   *  ,  ■ 

First,  the  Commission  recommends1  that  State  equalization  plans  actually  . 
have    the    effeqt    o|    equalizing   expenditures  #  among    i<^cal  educational, 
agencies.     Current  law  only  requires  that  State  plans  be  designed  to  * 
"equalize.     This  has  permitted  power  equalization  plans  to  be  approved 
even  though^there^is  no  equalizing  effect*  ■  ■  / 

Second,  the  Commission  recommends  that  the  disparity  in  expenditures  be 
no  g^ea-^t  t&an  #ten  percent*     The  25  percent  disparity -now  permitted 
results  in.  States ^ now  qualifying  with  wide{ ranges  of#^xpenditure^among  * 
local  educational' agencies.    fc  ' 
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ird,  the  Commission  recommends  that  no  moi;e  than  two  percent  of  the 
enrollment  in  a  State  be  excluded  in  determining  ,the  highest  expendi- 
•  tures  in  the  State,  This  exclusion  is  necessary  because  there  are  local 
educational  agencies  which,  because  of  unusual  circumstances,  have* 
extraordinarily  high  per-pupil  expenditures.  The  current  regulations' 
exclude  the -top  five  percent,  and  the  bottom  five  percent,  ,  The  "Commis- 
^  sion  can  find  no  rationale  for  excluding  local  educational  agencies  with 
the  least  expenditures  agd  has  fdund  that  excluding  five  percent  at  the 
top  permits  disparities  in  expenditures  which  jare  inconsistent  with  the 
concept  of  equalization,  / 

Fourth,  the  Commission  recommends  that  no  State  qualify  if  the  average  * 
per-pupil  expenditure  in  the  State  is  less  than  the  national  average 
per-pupil  expenditure^.     This  is  necessary  because  the  'formula  for 
determining  the  amount  of  compensation  sets  national  average  per-pupil 
expenditure  as  a  minimum  for  an  ^adequate  level  of  education,  and  pays 
local**  educational  agencies  accordingly.     Tf  local  educational  agencies'* 
in  a  State  are  paid  on  the  basis  of  a  national  average,  and  then  that. 
State  takes  those  payments  into  consideration,  that  State  would  receive, 
a  benefit  from  having  less  than  the  national  average.     This  would  be 
inequitable. 

Fifth,  the  Commission  recommends  that  in  no  case  should  more  than  50 
percent  of  a  local  educational  agency's  payment  be  taken^into  considera- 
tion. The  costs  incurred  by  'local  educational  agencies  in  providing 
education  fgr  federally-connected  children—such  as  recordkeeping  and 
providing  for  a  highly  mobile  student  body — are  sufficiently  higher  than 
normal  costs  that'  ev«n  in  an  e<^U^li2ed  Stfate,  special  consideration 
c  should  be  given  to  them*  *  ' 

* 

Sixth, *the  amounts  of  entitlements  for  local  educational  agencies  with 
heavily  impacted  school  districts_are  ttf'be  computed  oh  an  individual 
basis.  In  computing  .those  amounts,  the  Department,  is  expected  to 
-  consider  all  of  the  resources  available  to  those  local  educational 
agencies,  including/  State  aid.  If  ^he  States  -were'  'then  able  to  deduct 
Impact  Aid  payment s^Crom  State  aid,  the  purpose  of  individually  deter- 
mined entitlements  would  be  defeated.  Therefore,  the^  Commission  recom- 
mends that,  even  'ia /equalized  States,  payments  to  local  educational 
agencies  with  heavixy  impacted  school-  districts  Mnay  not  be  taken  into 
consideration; 


'M.  < 
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CHAPTER  IV 


EINDINGS  AND  RECOMMENDATIONS 
OP  THE  COMMISSION  • 

\       *  :  i 

The  Commission  on  the  Review  of  the  Federal  Impact  Aid  Program,  under 
its  mandate  given  by  the  Congress,  is  required  to  review  and  evaluate 
the  administration  aijd  .operation  of  the  program  authorized  by  Public  Law 
874,  Eighty-first  Congress  and  report  on  that  review  and  evaluation  to 
the  Congress,  That  report  is  to  include  such  recommendations  as  the 
Commission  deems  appropriate,       ■  % 

THE  COMMISSION,  HAVING  GATHERED  EVIDENCE  ON  THE  ADMINISTRATION  AND 
OPERATION  OP  THE  IMPACT  AID  PROGRAM,  HAVING  EVALUATES  AND  ASSESSED  THAT 
EVIDENCE,  AND  HAVING  MADE  POLICY  FINDINGS  BASED  ON  THAT  EVIDENCE,  MAKES 
SUCH  RECOMMENDATIONS  AS  DO  FOLLOW  IN  THIS  .CHAPTER. 

In  carrying  out  its  mandate  r  the  Commission  used,  as  an  evaluative 
device,  a  historical  approach.  It  assumes  that  the  original  law-.was 
good  policy,  based  on  valid  principles;  and,  unless4  Effectively  chal- 
lenged, those  principles  would  be  used  as  a  policy  guide  in  the  evalua- 
tion. So,  the  inquiry  began  with  the  quest ionT  "what  are  the  underlying 
premises  upon  which  tffe  program  is  based  and  what  were  the^circumstances 
surrounding  the  adoption  of^  those  premises?"  ^ 

This  question  was  followed  by  a  series  of  questions  -  in  such  a  manner 
that  recommendations  could  be  developed  in  a  logical  manner,  based  upon 
consistent  policies,  as  follows:  % 

(1)  Is  there  a  valid  challenge  to  any  of  the  principles  accepted  by 
the  Congress  in  enacting  the  original  law? 

(2)  Have  circumstances  changed  so  much  that  the  original  premises  of 
the  program  are  no  longer  valid?  * 

(3)  Do  changed  circumstances  require  changes  in  the  program? 

The  Commission^  as  a  research  method,  (1)  conducted  in-house*  research 
arid  (2)  gathered  evidence  through  the  hearing  process.  The  former  was 
designed  to  inquire  into* questions  not  likely  ^io  be  addressed,  in  public 
hearings?  and  the  latter  was  .fashioned  in  such  a  manner  €s  to  obtain 
information  not  otherwise  gathered  and  published^  and  to  get  a  measure  * 
-of  public  opinion. 
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The   evidence   was   then   arranged   around   the   foyfowing   nine  questions: 

*    ;  •  •       -  T 

0)  Should  the  Impact  Aid.Progr.am  be  continued? 

i  _ 

(2)  Should  there  be  basic  changes%n  the  Impact  Aid  Program? 

(3)  Sew  should  the  term  "Federal  property"  be  defined? 

\  (4)-  What  is.  the  obligation  of  the  Pederal  Government  with  respect  to 
the  education  of  children  connected  with  Pederal  property?  * 

(5f  Should  local  educational  agencies  educating  children  in  attendance 
at  public  schools  by  reason  of  Pederal  law  or  activities  be  compensat- 
ed therefor? 

c  ~  •  -  - 

Which  local  educational  agencies, should  be  eligible  for  Impact  Aid 
payments?      "  " 

(7)* What  should  be  the  amount  of  compensation? 

^  (S)   tow  should-  funds  be  allocated  among  local  educational*  agencies 
when   appropriations   are   insufficient   to   satisfy  all  entitlements? 

01  Should  the  States  take  Impact  Aid  payments  inta*ebnsideration  in 
their  State  aid  programs?  ^  */ 

I.  SHOULD  THE  IMPACT  AID  PROGRAM** BE  CONTXNUBD? 

A  review  of  the  evidence  regarding  the  question  of  continuing  the  Impact 
Aid  Program,  reveals  that  the  program  was  originally  authorized  as  a 
means  of  mitigating  the  adverse  effecta  of  Pederal  activities  on  -the 
f<£aancial  ability-  jDf  local  educational  agencies  to  carry  out  their 
functions—to  compensate  them  for  the  burden  placed  upon  them  by  Pederal 
immunity  from  State  and  local,  taxation  and  by  educating  federally- 
connected  children*  The  program  carries  'with  it  no  Pede^aJL  education 
policy.  It  is*  intended  to  preserve  local  control  over  education  by 
compensating  them  for^  local  .revenues,  without  which  those  agencies  would 
becone  more  dependent*  upon  6he  Sta$e  and  cemmensurately  less  subject  to 
local  control. 

In  general,  the  underlying  philosophy  of  the  ma*jor  part  of  Public  Law 
874  is  that  the  Pederal' Government/  as  a^roperty  owner  and  aser, 
should,  without  regard  for  the  *  tax-exempt  status  of  that  property,  be 
treated  in  much  the  same. manner  as  a  private  landowner  and  should  pay  to 
sach  local  educational  agency  an  amount  for  'each  f ederally-connected 
child  which  is  roughly  equivalent  to  the  amount  per  child  which  private 
property  owners  in  comparable  communities  pay  toward  the  cost  of  educat- 
ing children. 
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Federal  activities  impose  two  kinds  of  burden  on  local  educational- 
agencies:  a  revenue  burden  resulting  from  loss  of  revenue  when  the 
Federal  Government  owns  real  property,  thereby  exempting  that  property 
from  State  and  local  taxation  or  when  Federal  law  or  policies  require 
that  real  property  be  so  exempted;  and  a  service  burden  resulting  from 
the  provision  of  educational  services  by  local  educational  agencies  fojr 
federally-connected  children,  public  Law  $74,  Eighty-first  Congress, 
was  enacted  to  compensate  local  educational  agencies  for  these  burdens. 

Evidence  against  the  Impact  Aid  Program  was  presented  by  the  Education 
Departmerft  as  follows: 

(1)  the   impact  Aid  Program  overpays  local  educational  agencies,  in 
-.that  entitlements  a^e  greater  than  the  financial  burden  placed  upon 

them  by  Federal  activities; 

(2)  in  most  instances  the  economic  benefits  of  Federal  activities  to 
localities  compensate  for  the  burden  placed  upon  than  by  those  activi- 
ties; 

^  (3)  if  those  benefits  are  not  available  to  local  educational  agencies, 
it  is  the  result  of  ineffective  State  and  local  educational  financing 
systems; 

(4)  the  Government  must  take  budgetary  constraints  into  consideration 
and  set  priorities  among   education  programs  on  the  basis  of  those ^ 
constraints;  and  _ 

(5)  other- education  programs  have  a  higher  priority  with  the  Education 
Department  than  that  given  to  Impact  Aid* 

The  adequacy  of  the  school  finance  laws,  budgetary  constraints,  and 
priorities  in  funding  among  education  programs  are  subjects  not  placed 
within  the  scope  of  the  mandate  given  the  Commission  by  the  Congress. 
The  Commission  did,  however  remake  policy  findings  regarding  these  issues 
'  as  a  means  by  which  risommendations  could  be  developed. 

SHODLp  THE  COMMISSION  MAKE  RES6mMENDATIONS  BASED  UPON  AN  ASSOMPTIOtT^T 
THE  STATES  AND  LOCALITIES  SHOULD  CHANGE  THEIR  LAWS  IN  ORDER  TO  TAKE 
ADVANTAGE  OF  THE  ECONOMIC  BENEFITS  OF  FEDERAL  ACTIVITIES? 

The  Education  Department  has  contended  that  Impact  Aid  entitlements  are 
greater  than  the  burden  imposed  by  Federal  activities,  and  that  such 
activities,  actually  create  economic  benefits  that  offset  and  compensate 
for  any  burden  imposed  within  a  locality,  The  Department  contends 
further  that  if  those  benefits  are  not  available  to  local  educational 
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agencies,  it  is  -the,  result  of  ineffective  State  and  local  educational 
financing  systems.  None  of  these  contentions  were  borne  out  through  the 
Commission's  hearings  and  research. 

The  Commission  made  a  major  effort  to  determine  the  extent  to  which  the 
economic  benefits  which  may  accrue  frcsn  Federal  activities  are  available 
to  local  educational  agencies*  Even  though  the  original  law  authorizing 
the  Impact  Aid  Program  required  that,  under  section  2  qt  that  law,  there 
be  determinations  about  the  fiscal  benefits  of  Federal  activities  to 
local  educational  agencies,  no  means  for  making  those  determinations  had 
been  devised.  In  the  case  studies  conducted  by  the  Commission,  the  net 
fiscal  burden  is  generally  commensurate  with  the  amounts  to  which  the 
local  educational  agencies  studied  are  entitled  under  section  3  of 
Public  Law  874.  In  addition,  the  case  studies  showed  that  military 
installations  cohtrihute  substantially  more  to  State  revenues  than  to 
local- educational  agency  revenues. 

In  Believe  School  District,  Bellevue,  Nebraska,  employees  associated 
with  Offut'Xir  Force  Base  contributed  about  $6.3  million  to  the  State  in 
income  and  .sal^  taxes  but  only  about  51.0  million  to  the  local  educa- 
tional agency  in  property  taxes.  In  Douglas  School  District,  Box  Blder, 
South  Dakota,  employees  related  to  Ellsworth  Air  Force  Base  paid  about 
$1.6  million  in  sales  taxes  to  the  State  (South  Dakota  has  no  income 
tax)  but  just  $0.1  million  in  property  taxes  to  the  local  educational 
agency.  And  in  Chambersburg  Area  School  District,  Chamber sburg,  Pennsyl- 
vania, employees  associated  with  Letter kehny  Army  Depot  contributed 
about"  $5.0  million  to  the  State  in  income  and  sales  taxes,  but  only 
about  $1.2  million  in  property  taxes. 

Districts  apparently  fail  to  capture  the  benefits  that  States  succeed  in 
accruing  for  at  least  six  reasons: 

(1)  Many  base  employees  live  on  base  and  are  not  subject  to  property 
taxes ;  a 

(2)  Many  base  employees  living  off  base  live  outside   the  district; 

(3)  Military  employees  frequently  shop  on  base,  denying  maximum 
commercial  development  to -the  school  district; 

(4)  Off-base  shopping  is  frequently  done  outside  the  district,  further 
retarding  commercial  development;  _ 

v  (5)  Base  purchases  may  be  made  within  the  State  but  outside  the 
district*  and 

(6)  State  taxes  constitute  a  higher  percentage  of  personal  income  than 
do  local-property  taxes* # 
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Assuming  that  the  Federal  Government  should  be  treated,  to  the  extent 
practicable,  as  a  private  landowner  under  the  school  finance  laws  of  the 
States,  what  relationship  .is  there  between  economic  benefits  conferred 
*  by  the  ownership  and  use  of  the  land  and  the  objection  to  pay  real 
property  taxes  on  that  land?  Private  industry  is  generally  considered 
as  having  a  positive  economic  benefit  on,  the  community  in  which  it  is 
located,  yet  among  the  benefits  it  confers  is  the  tax  it  pays  on  the 
property  it ,  uses,  .  Zoning  laws  and  commercial  property  taxes  are,  in 
large  part,  designed  to  regulate  and  capture  the  benefit  of  taxes  on 
productive  property.  To  be  sure,  some  communities  give,  subject  to 
State  law,' limited  tax  preferences  to  industries  in  order  to  get  them  to 
locate  in  their  areas,  but  these  preferences  are  generally  limited  in 
time  and  are  not  in  the  form  of  tax-exemption  altogether, 

^Eyen  i.f  there  were  a  ^et  economic  benef it- confer r£d  ~by~Fede~raT  act'ivT-" 
ties  on  a  local  educational  agency  and  if  that  benefit  were  to  be  a 
factor  in  determining  compensation  for  the  burden  imposed  by  those 
activities,  it  should  be  taken  into  consideration  in  determining  the 
amount  of  compensation  through  the  process  of  setting  priorities  rather 
than  as  a  substitute  for  any  obligation  as  a  landowner. 

Moreover , -Public  Law  874  was  designed  to  operate  under  the  laws  of  the  J 
States  regarding  the  financing  and  governance  of  local  educational 
agencies.  The  law  was  based  on  an  assumption  that  most  local  education- 
al agencies  derived  the  revenues  for  the  local  share  of  the  cost  of 
education  from  real  property  taxes,  approximately  half  of  which  came 
from  taxation  of  residential  property  and  half  from  taxation  of  non- 
residential ^rogerty. 

The  manner  in  which  the  States  finance  public  education  is  solely  within 
the  prerogatives  of  the  States,  under  the  Constitution,  so  long  as  the 
laws  of  the  States  affecting  the  financing  of  public  education  do  not 
operate  to  the  disadvantage  of  persons  subject  to  a  suspect  classifica- 
tion or  interfere  with  the  exercise  of  fundamental  rights  and  liberties 
and  so  long  as  those  laws  bear  a  rational  relationship  £p  the  legitimate 
State  purposes  of  financing  public  education. f  San  Antonio  Independent 
School  District  et  al.  v.^Rbdrtguez  et  al.,  411  ff.S*  1  (1973). 

*  It  would  be  difficult  to  contend  that  §ie  Congress  could  legislate 
directly  to  determifl  how  the  States  finance  their  schools  or  the 
relationship  Jtetween  the  States  and  their  subdivisions— local  education- 
al agencies* 

Failure  to  continue  the  impact  Aid  Program  because  of  a  belief  that  the 
States  should  change  their  laws  to  take  advantage  of  the  economic 
benefits  conferred  by  Federal  a6tivities  would  "be  doing  indirectly  what 
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the  Congress  could  not  do  directly.  Modification  of  the  program  based 
on  an  assumption  that  the  States  would  change  their  laws  to  accomplish 
that  purpose  is,  in  effect,  placing  duress  on  the  States. 

Therefore,  regarding  the  question  of  whether  the  Commission  should  make 
recommendations  based  upon  an  assumption  that  the  States  and  localities 
should  change  their  laws  in  order  to  tafce  advantage  of  the  economic 
benefits  of  I^pieral  activities ,  the  Commission  found  — 

(1)  that,  if  there  are  net  economic  benefits  to  the  affected  locali- 
ties ,  the  revenues  from  those  benefits  are,  except  in  the  case  of 
taxes  on  the  net  increase  in  property  values  caused  by  Federal  activi- 
ties, primarily  in  the  form  of  income  and  sales  taxes  imposed  and  used 
by  State  government  and  Jlocal  units  of  general  government,  rather  than 

.by  local  educational  agencies;  . 

(2)  that  those  revenues  can  only  become  available. to  local  educational 
agencies  through  substantial  changes  in  State  laws,  which  would  affect 
fiscal  independence  of,  and  control  over,  those  agencies; 

(3)  that  Federal  policy  £  should  be  neutral  with  respect  to  the  rela- 
tionship between  the  States  and  their  subdivisions  and  with  respect  to 
fiscal  independence  of  local  educational  agencies; 

(4)  that  the  policy  in  favor  of  treating  the  Federal  Government,  to 
the  extent  practicable,  as  a  priyate  landowner,  under  the  school 
finance  laws  of "the  States,  is  sound  and  should  be  continued; 

(5)  that  the  economic  benefits  private  land  owners  confer  on  iocali- 
ties  do  not  relieve  those  land  owners  of  their  responsibility  for 
real  property  taxes,  although  some  local  governments  do  give  limited 
tax  relief  to  owners  of  some  commercial  property  in  considerati<?n  of 
the  economic  benefit  derived  from  the  use  of  that  property;  and 

(6)  that  increases  in' revenues  from  income  .and.  sales  taxes  resulting 
from  Federal  activities  are  not  a  relevant  consideration  when  deter- 
mining the  degree  of  burden  plaited  upon  a  local  educational  agency  by 
Federal  ownership  and  use  of  real  property  but  may  be  relevant  in 
computing  the  amount  of  compensation  for  that  burden  to  that  agency 
when  it  is  determined  that  those  revenues  are  a  fiscal  benefit  to  that 
agency. 


Even  though  these  findings  did  not, directly  form  the  basis^ojLany 
rectlaranendationsv  they  were  policies  which  provided  the  guidelines  .for 
all  of  the  r*ct&mendations.  The  Commission  makes  no  Recommendations 
based  on  an  assumption  that  the  States  should  change  their  laws  respect- 
ing the  means  ay  which  local  educational  agencies  are  financed. 
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'      SHOULD  BUDGETARY  CONSIDERAfoONS  BE  A  FACTOR  IN  DETERMINING  THE  EXISTENCE 
♦    OR  MAGNITUDE  OF  FEDERAL  BURDEN?; 

Testimony  before  and  research  of  the  Commission  overwhelmingly  .support 
the  retention  of  the  program  and  expansion  of  funding  levels.  The  evi- 
dence before  the  Commission  which  would  support  major  reductions . in  the 
Impact  Aid  Program  is  based  on  a  contention  that  the  Federal  Government 
must  reduce  expenditures  generally  and  that  among  Federal  priorities 
Impact  Aid  is  of  less  importance  than*  other  items  in  the  Federal  budget/ 
This  contention  does  not  'address  the  merits  df  the  program  on  its  own 
terms  but  rather  the  relative  merits  of  the  program  when  measured 
against  other  Federal  funding  priorities.  Furthermore,  priorities  among 
education  programs  cannot  be  assessed  without  a' study  of  all  education 
programs,  which  study  was  beyond  the  mandate  given  the  Commission  by  the 
Congress, 

The  Commission  found  — 

(1)  that  budgetary  considerations  are  political  questions  which  change 

■  from  year   to  year,  based  on  many  factors— beyond  the  scope  of  this- 
*  review  and  evaluation  of  the  Impact  Aid  Program; 

(2)  that  the  degree  to -which.  Federal  activities  constitute  a  burden  on 
local  educational  agencies  is  relatively  constant  over  the  years  and 
can  be  determined  based  upon,  factors  within  the  scope  of  this  review 
and  evaluation; 

(3)  that  budgetary  considerations  are  not  relevant  to  determining  the 
magnitude  of  burden  placed  upon  local  educational  agencies; 

(4)  that  budgetary  considerations  should  not  be4  a  factot  in  determin- 
ing the  level  of  appropriations  for  th*e  Impact  Aid  Program  unless 
there  is  a  general  policy  in  f^vor  of^  reducing  expenditures  by  the 
Federal  Government  and,  when  ehere  is  ^.determination  of  the  level  of 
appropriations  under  such  circumstances,  the  Government's  obligation 
to  local  educational  agencies  should  be  a  primary  factor  and  this 
program  should  receive  a  high  priority  level; 

{5}  that  budgetary  considerations,  if  they  are  to  be  a  factor  in  the 
amounts  paid  to  local  educational  agencies,  should  bear  on  determining 
the  overall  levels  of  appropriations  for  th¥  program?  and 

(6)  that,  if  those  levels  of  appropriations— are  insufficient  to 
compensate  local  educational  agencies  for  the  burdens  Vlaced  upon 
them,  the  fundi  appropriated  for  the  program—should  bfc  allocated 
-within  the  program  on  the  basis  of  priorities  which  take  ipto  consid- 
eration the  magnitude  and  the'liature  of  such  burdens. 

These  findings  were  adopted  as  a  mattfefldf  policy  in  determining  the 
manner  in  which  evidence  was  to  be  weighed,  and  have  no  recommendations 
based  upon  them. 
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The  Commission  examined  intensively  the  underlying  premises  upon  which 
the  program  is  based*  Although  circumstances  have  changed  in  the  30 
years  since  the  enaction  of  Public  Law  874,  those  circumstances  have  npt* 
changed  so  greatly  as  to  warrant  substantial  revisions  of  the  program  as 
it  relates  to  public  school  financing.  *  ^ 

There  have  been  significant  changes  in  State  laws  regarding  school 
finance,  with  a  trend  toward  a  greater  share  of  the  cost  of  education 
and  less  reliance  upon  real  property  taxes  for  the  support  of  education. 
The  State \share  of  education  revenues  *  should  continue  to  increase, 
though  how  iauch  depends  on  the  effect  of  State  taxation,  and  jexpenditure 
controls,  Localities  have  contributed  a  smaller  shcire  of  education 
revenues  since  1950  and  have  relied  somewhat  less  on  the  property  tax  to 
raise  revenues;   yet   the  residential  and  commercial  property  tax*  base 

*  stiill ;  remains  important.  These  changes,  however,  have  not  been  so 
substantial  as  to  change  greatly  the  patterns  of  school  finance  into 

,  which  Impact  Aid  was  designed  %o  fit,  or  as  to  merit  substantial  altera- 
tion of  the  program  as  it  relates  to  the  financing  of  public  schools. 
The  Fedyal  Government  still  owns  millions  of  acres  of  land  and  its  laws 
and  policies  require  that  still  more  land  be  exempt  from  State  and  local 
taxation.  Children  who  reside  on  that  land  arid  whose  parents  are 
employed  thereon  are  in  attendance  at  the  schools  of  thousands  of  local 
educational  agencies,  the  great  majority/of  which  agencies  still  rely 
substantially  upon  real  property  taxes  for  the  revecjUes  necessary  to 
support  the  operation  of  those  schools.  t  ^ 

Regarding  .Federal  immunity  from  State  and  local  taxation  under  the 
Supremacy  Clause  of  the  Constitution,  the  law  has  been  reviewed  and  even 
though  finer  distinctions  have  been  drawn  allowing  more  taxation  of 
private  interests  in  Federal  property,  the  doctrine  of  immunity  still 
stands  and  deprives  local  educatiqnal  agencies  of  revenues.  A  factor  in 
limiting  the  broad  coverage  of  that  doctrine  has  been'  a  recognition,  on 
the  pprt  of  the  courts,  that  Federal  immunity  must  be  balanced  against 
the  need  of  local  governments  for  revenues.  Even  though  there  is  a 
consider  able  body  of  opinion  that  such  balancing,  should  be  carried  out 
through  the  political  branches  of  the  Government,  the  Supreme  Court  has 
recently  decided  that  it  can  limit  the  power  of  the  Federal  Government 
when  the  federal  system  of  government  is  threatened  by  the  exercise  of 
otherwise  valid  powers  of  the  National  Government. 

'One  trend  which  the  original  Impact  Aid  Program  did  not  anticipate  was 
the  move  toward  equalization  of  expenditures  within  a  State.  There  is  a 
body  *of  opinion  that  if  there  is  Equalization  of  expenditures  among 
local  educational  agencies  within  the  State,  the  need  for  Impact  Aid 
payments  would  be  limited  to  those  local  educational  agencies  having  a 
high  percentage  of  federally-*connected  children  in  attendance  at  their 
schools — especially  if  equalization  were  the  case  among  the  States—and 
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that  the  Congress  should  exercise  its  spending  power  'to  encourage 
equalization — even  to  the  point  that,  as  an  inducement,  the  State 
themselves  (rather  than  their  local  educational  agencies)  would  receive 
Impact  Aid  payments  if  they  equalize.  This  approach*  is  considered 
*  impractical  at  this  time  but  merits  consideration  when  the  apparent 
trend  in  favor  of  equalization  so  restructures  school  finance  patterns 
as  to  alter  the  basic  premises  for  the  Impact  Aid  Program, 

One  other  significant  trend  since  the  enactibn  of  Public  Law  874  was  the 
increase  of  refugees  and  undocumented  aliens  entering  the  United  States, 
especially  in  the  1970fs  and  early  1980fs.  There  is  good  reason  to 
broaden  coverage  under  Impact  Aid  for-  these  groups  because*  their  pres- 
ence is  the  direct  result  of  Federal  policy,  war-ranting  assistance  under 
Impact  Aid, 

The  relatively  unchanged* circumstances  since  the  time  Public  Law  874  was 
enacted  show  that  the  underlying  premises  upon  which  *  the  program  was 
based  have  continued  legitimacy.  in  order  to  integrate  several  pew 
concepts  added  vto  Public  Law  $74  through  amendments,  however,  the  means 
for  determining  the  of  amount  of  compeosati^f^ requires  revision.  In 
addition,  exceptions  to  the  formula  determining  amount  of  compensa- 
tion should  be  broadened  to  accommodate  those  districts  most  heavily^ 
impacted,  *  _/mm" 

4  ~ 

Overview,     The  original  premises  upon  which  the  program  was  based  were 
examined  to  determine  if  they  had  continuing  validity: 

{1}  tifat  Federal  immunity  from  State  and  local  taxation  deprives  local 
educational  agencies  of  necessary  revenues; 

{2}   that,  under  the  laws  of  the  States,  the  owners  and  users  of  real 
property  have  an ^obligation  to^ support  public  education?  and 

{3}  that  the  Federal  Government  should  assist^  local  educational 
agencies    in    providing    education    for    federally-connected  children. 

Although  circumstances  have  changed  somewhat  since  the  enaction  of 
Pub&io  Law  874,  the  original  premises  upon  which  the  program  was  based 
continue  i^o  exist,  and  it  is  mainly  the  determination  of  the  amount  of 
compensation  that  requires  substantial  revision  to  reflect  ^ current 
education 'n^eds,  *  » 

The  effect  6t  Federal  activities  on  the  ability  of  a  great  number  of 
local  educational  agencies  to  finance  the  operation  of  theix  schools  is 
so  substantial  that,  without  payments  from  the  Federal  Government  to 
mitigate  that  effect,  their  continued  existence  as  viable  units  of  local 
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government,  as  subdivisions  of  the  States,  is  threatened.,  Such  a  threat 
is  evidence  that  a  potential  for  destruction  of  local  government  under 
the  laws  of  the  States  is  inherent  in  the  power  of  the  Federal  Govern- 
ment to  acquire,  and  thereby  exempt  from  taxation,  real  property. 

Even  •  though   the  acquisition  and  .  use  of   real  property   is  undoubtedly 
within  the  necessary  and  proper  powers  of  the  Congress,  the  exercise  of 
that  power   could  be  destructive  of   the   federal   system  of  government 
.under  the  Constitution- 


/ 


The  implied  power  in  the  authority  to  "make  all  laws  which  shall  be 
necessary  and  proper  for  carrying*  out  the  powers  given  to  Congress 
under  section  8  of  Art£cle  I  of  the  Constitution  is  certainly  no 
stronger  than  the  expressed  power  given  under  the  Commerce  Clause  in 
that  section,  upon  which  the  Supreme  Court  has  found  a  limitation. 
The  Congress  may  not  exercise  its  power  so  as  to  force  directly  upon  the 
States  its  choices  as  to  how. essential  decisions  regarding  the  conduct 
of  integral  governmental  functions  are  to  be  made.  If  that  power  is  not 
checked  the  Federal  Government  could  "devour  the  essentials  of  State; 
sovereignty."  National  League  of  Cities  v.  Osery,  426  U.S.  "833,  at  85^ 
(1976). 


Public  education  has  traditionally  been  a  function  of  the  States  and  tfoe 
States  have  delegated  that  function,  to  a  great  extent,  to  subdi visions 
thereof  -—local  educational  agencies.  So  long  as  education  remains  a 
function  of  _^the  States  in  our  system,  the  means  by  which  that  function 
is  financed  is  an  essential  State  function — an  element  of  the  sovereign- 
ty of  the  States  guaranteed  in  /a  federal  system  of  government. 

The  Federal  power  to  exempt  ftom  taxation  is  the  power  to  destroy  a  unit 
of  government  dependent  upor\  taxation.  The  power  of  the  Federal  Govern- 
ment to-  "acquire  and  use* /real  property  is  also  th%  power  tco  destroy 
local  educational  agencie^  dependent  upon  taxation  of  that/  property. 
Therefore,  it  would  appear  that  when  the  federal  Government  owns,  or 
otherwise  exempts,  real  property  from  taxation,  it  has  an  obligation  to 
mitigate  the  adverse  effects  thereof.  The  Impact  Aid  Program  is  one 
means  of  mitigating  those  effects. 

The  Federal  Government  has  a  long-standing  interest  in  *4ie  education  of 
federally-connected /children  and  has,  over  the  yearp,  recognized  an 
obligation  for  their  educatipn.  On  the  basis  ot  mat  interest  and 
obligation,  the  Federal  Government  should  assist  loca*  governments  which 
provide  educatior^  Jor  those  children,  in  that  the  cost  of  their  educa* 
tion  constitutes/ a  burden  on  those  local  educational/ agencies. 

Evidence  befor^  the  Commission  indicates  that  ther  elimination  of,  or  a 
substantial  reduction  in  funds  for,  the  Impact  kid  Program  would  cause 
serious  educational  problems   in  almost  all  lodal  educational  agencies 
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participating  in  the  program*     In  theJcase* jgtf  approximately  300 
-1  educational*  agencies,  "reduction's  In  furflding  would  cause  'school7* 
^sings^    An  additional  200  to  300  local  educational  agencies  would 
:fer  severe  disruptions  in  their  operations  if  Impact  -Aid  f>ayments  are 
Liminated.-  ■ 

From  this' evidence  the  Conmiissfen  has  ^(^icluded  that  under'  the- federal 
system  of  gov^nraent,  there*  ft  an  obligation  on  the  part  of  the  Federal 
Government  to*  taitigate  the  adverse  effects  of  Federal  activities'*  on 
local  educational  agencies  and  that,  even  though  other  means  ofegiping  so 
may  be  possible,  a  program  similar  to  that  authorized  by  PufolicLaw  1374 
is  necessary. 

The*  Commission  examined  all  of  the  preceding  issues,  following  the 
policy  guidelines  set  forth  by  the  findings  regarding  State  laws  and 
budgetary  considerations,  and  found  — 

(1)  that,  under  a  federal  system  of  government,  there  are  constitu- 
tional reasons  for  its  continuation  in  that  it*£s  one  means  by  which 
the/  Congress  may  mitigate  the  adverse^  effects  upon  the  States  and  ' 
their,  local  educational  agencies  .which  result  from  the  exercise  of 
t^e  poveer  of  the  Federal  Government,  thereby  limiting  the  potential 
Cor.  conflict  between  the  necessary  and  proper  exercise  of  power  by 
the  Federal  Government  and  the  right  of  the  States  and  their  subdi- 
visions ttf  exist,  which  conflict  could  arise  as  a  natural  consequence 
of,  the  division  of  sovereignty  made  by  the  Constitution  with  a 
federal  *^stem  of  government; 

(2)  "that,  even  though  there  are  changed  circumstances  which  affect 
the  underlying  premises  of  the  program,  those  premises  have  validity 
at  this  time  and  will  continue  to  have  validity  so  long  as  taStetfbn 
of,  real  property  forms  the  basis  of  support  for  the  operation  of 
public  schools,  or  so  long  as  Federal  activities  impose  a  burden  on 
those  schools; 

(3)  that,   since  1950,  approximately  half  of  tfte  real  property  tax 
squired  to  meet  the  local  share  of  the  cost  of  educating  a^child  is. 
derived  from  taxation  of  residential  property  and  half  f ror/taxation  ' 
of  commercial  or  other  real  property;  thus%  payments  should  be  made  by 
the  Federal  Government  to  local  educational  agencies  on  the  basis  of 

^  the  use  of  Federal  property  both  as  a  «p|ace  of  employment  and  as  a  « 
place  of  residence  and  those  payments  should  be  computed  to  provide 
ail  of  the  local  cost  of  educating  a  child  who  bot)i  resides  on 
Federal  property  and  resides  with  a  parent  employed  on  Federal 
property  and*  half  of  that  cost  for  a  child  who  either  resides  on 
Federal  property  or  resides  with  a  parent  employed- on  Federal 
property;      _  - 
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(4)  that  there  is  no  substantial  /evidence  before  this  Commission  at 
this  time,  which  supports  the  contention  that  there  are  net  economic 
benefits  to  local*  educational  agencies  arising  from  Federal  activi- 
ties which  mitigate  the  burden/imposed,  upon  those  agencies  by  .those 

•  activities*;  and>__- 

(5)  that,  because  of  amendments  adopted  since  1950,  changed  circum- 
stances,* more  nearly  compile  information,  and   improved  analytical 

techniques,  refinements  of/  £he  program  are  possible  and  should  be 
undertaken* 

On  the  basis^f  these  findings,  the  Commission  recommends 

THAT  THE  IMPACT  AID  PROGRAM  AUTHORIZED  BY  PUBLIC  "LAW  874,  EIGHTY-FIRST 
CONGRESS,  BE  CONTINUED.     /  /  .  * 

II.  SHOULD  THERE  BE  BAS*C  CHANGES  IN  THE  IMPACT  AID  PROGRAM? 

During  the 'thirty  years  since  the  Impact  Aid  Program  was  first  .au- 
thorized, circumstances  have  changed  which  require  modifications  and 
refinements  in  the /program.  Most  significant/ of  these  are  (1.)  the 
implicit  development  within  the  *Public  Law  874fconcept  of  providing*  an 
adequate  level  of  /education  for  federally-connected  children,^  and  (2) 
the  development  of/analytical  'techniques  in  the  rield  of  economics  which 
make  posslble^the/measurement  of  the  burden  placecNupon  local  education- 
al agencies  by,  Federal  activities.  With  respect  to"  these  issues  recom- 
mendations are  made.  / 

A.  ADEQUATE  LEVEL  OF  EDUCATION 

J  *  * 

Shortly  afte/  Public  Law  874  was  enacted,  the  Congress  amended  the 
law  by  ihcr easing  the  amounts  to  which  local  educational  agencies  were 
entitled.  The  legislative  history  of  these  amendments  indicated  'a 
concern  for  the  adequacy  of  the  level  of  education  for  federally- 
connected  /children  and  a  sense  of  obligation  to  provide  tjiat  level. 
Even  though  there  is  no  explicit  statement'  in  the  law  expressing  the 
concept  of  Adequate  level  of  education,  the.  effect  of  the  amendments, was 
to  increase  payments  for  local  educational  agencies  having  per-pupil 
expenditures  less  .than  the  average  of  the  States  in  which  they  are 
located  or  less  than  the  national  average  of  sucfi  expenditures. 

This/was  especially  the  case  when  local  contribution  rates  were*  set  in 
excess  of ,100  percent  with  respect  to  certain  federally-connected 
children  for  whonuthe  cost  of  .education  was  obviously  fteater  than  the 
average:  for  handicapped  military  dependents  the  rate  was  set,  in  1974,, 
at  150  percent  of  the  normal  local  contribution  -rate?  and  £or  children 
Residing  on  Indian  lands  the  rate  was  set,  in  19^8,  at  125  percent 
/thereof,  , 
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In  addition,   a  revievof  the  history  of  Federal  policy  regarding  the' 
education  of  military  -dependents  and  Indian,  children  reveals  a  long- 
standing policy  in  favor  of  providing, ^as  a  matter  of  obligation,  an 
adequate  level,  of  education  for  them.  »  *         .  *        *  ,    •  "* 

The  unstated,  policy  in  favor  of  *an  obligation  to  provide 'an  adequate 
level  of  education 'for  federally-connected  children  has  been  effected  by 
•unduly  complicated  legislative  language  in.the  .lawv  An  open  expression 
of  that  policy s  could  ■  mak&  possible  a  simplification  of  the  statute  and  >■ 
the  formula  for  determining  the  amounts  to  which  local  educational 
.agencies  are,  entitled.  v  -  .  . 

B.  DETERMINATION  OP  THE  NET  FISCAL  BURDEN^  PLACED  .UPON  LOCAL  EDUCATIONAL 
-  >  AGENCIES  BY  FEDERAL  ACTIVITIES-       .  '  ,  * 

When  Public  Law  874  was  first  enacted,,  the  Congress  acted  upon  an 
assumption  that  there  was  a  net  -fiscal  burden  placed  upon" local'  educa^ 
tional  agencies-  by  Federal  activities.  m  measurement  of  that  burden 
was  required  except  in  the  case  of  payments  made  under  s.ection  2  of.  the,* 
law..  Instead,  the  law  provided  for  compensating  4ocal  educational  agen- 
cies for  the  Federal  burden  by  the  use  of  a  "local-  contribution  rate" 

2h  was  designed  originally  to  make  ;a  payment   for   each  fedeTally- 
ected  child.     This  payment  was  roughly  equivalent  to,  the  amount 
tfibuted  per   child  by  private   property   owners   in  comparable 
.communities.  ' 

-Since   195.0,   however,   analytical   techniques  in  -the  field  of  economics 
have  improved  and  better  data  concerning  Federal  activities  Have  become 
available.     Improved  techniques  and  better*  data" make  possible  an  exami-  ' 
nation- of  tfie  basic  assumptions  about'  Federal  burden.  •  • 

tn  order  to  tesV  these  basit?  assumptions,  evidence  concerning -analytical  - 
techniques  in  the  field  of  economics  was  sought  afid  the  availability  of 
data  concerning  federal  activities  was  examined  in' order  to  determine  * 
the   feasibiYfey .  of  conducting",  an, '4cqnomic   imp'act'  study.      During  the 
coutse  of -gathering  this  'ihforma\ion7'  it  was  discovered  that  the  Nation- 
al, Planning  Association  had  proposed  a  contract  to  the  Office  of  Educa- 
tion to  conduct  an  economic  impact  study /  The  Office  of  Education  ohose 
not  to  fund  the"  contract.  .  The  proposal  did  contain- a  description  of  two 
models  for,  examining  the  fiscal  effects  of  Federal  activities  on  locali- 
ties.* _  one  was  a  ,case  st7dy  .model,  and  the  other  used  an  aggregate  method 
for  3;ocar%eduqational  agencies  in  general..  On  the  basis  of  the  concepts 
underlying  the  case -s.tyudy  model,  the/ Commission  developed  a  model- 
specif ipally  Assigned  to.  determine  the/effect  of  Federal  activities  on 
the  f inances /of, Jlocj^i. educational  agendxes.  ♦ 
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Even  though  the  .Commission  completed  only  four  case  studies  and  the 
evidence  is  far *f ran  conclusive  with  respectto  all  Federal  activities, 
these  studies  do  not  support  the  assumption  made  by  the  Education 
Department  k  that  -there  are-  net  economic  benefits  to  localities  from 
Federal  activities. "  The  results  certainly  indicate  that  policies  ought 
not  be  made  on  the  basis  of  that  -assumption, 

;  ;  %     •  ■ 

All  four  of  -the  case  studies  resulted  injf  determination  that  there  is  a 
net  economic  burden  on ,  local  educational  agencies  which  results  from 
Federal  activities.  In  three  of  the  four  cases  the  Federal  burden  was 
.almost  the  same  as  the  Impact  Aid  entitlement  for  1979.  In  the  fourth 
case  the  entitlement  was  greater  than  the  burden,  primarily  because 
State  aid  to  the  local  educational  agency  compensated  for  part  of  the 
Federal  burden.         t  „ 

The  model ^developed  by  the  Commission  needs  further  testing  and  should 
be  adapted  so  that  the  effects  of '  other  Federal  activities  on  local 
educational  agencies  cam' be  determined.  Should  the  concepts  used  in  the 
case  study  method  prove  to  be  valid  indicators  of  Federal  burderi,f  an 
aggregate  study^ -model  could  be  developed.  -  ' 

These  instruments  would  provide  empirical  evidence  about  the  burdens  and 
benefits  of  Federal  activities—making  unsupported  assumptions,  inappro- 
priate impolicy  making,  unnecessary." 

The  Cqnfimission  found  —  . 

{1}  that  there  is  an  obligation  of  the  Federal  Government,  which  arises 
from  both  revenue  burdens  and  service  burdens  placed  ^upon  local 
educational  agencies;  ■  "\  ,  - 

(2)  that  the  degree  to  which  that  oblig6ti6n  requires  compensation  by 
the  Federal  Government  should Joe  based  on  consideration  of  the  burden 
placed  on  local'^units  of  government '  and  the  cost  of  providing  an 
adequate    level   of   education    for    federally-connected   children;  and 

(3)  "that,  in  determining  the  amount  of  compensation  to  local  Educa- 
tional agencies  for  that  burden,  the  net  economic  benefit  conferr&d  by 
Federal  activities  on  local  educational  agencies  may  be  .taken  into 

consideration.*  ^       •  c 

.    *  -  ,  y 

On  the  basis.of  these  findings,  the  Conmtission  recommends 

a.  Adequate  level  op  education  for  federally-connected  children 

(1)  THAT  PUBLIC  LAW  874,  EldHOT -FIRST  CONGRESS,  BE  MODIFIED  TO  S'JATE 
T<flAT  THE  *  FEDERAL  GO^RNMENT  HAS  AN  OBLIGATION  -  WITH  RESPECT .  TO  THE 
EDUCATION  OF  FEDERALLY-CONNECTED  CHILDREN ;  AND 
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(2)  THAT  THE  OBLIGATION  OP  THE  FEDERAL  GOVERNMENT  WITH  RESPECT  TO  THE 
EDUCATION  OF  FEDERALLY-CONNECTED  CHILDREN  BE  -  TAKEN  INTO  CONSIDERATION 
IN  DETERMINING  THEfc  AMOUNT^  TO  WHICH  LOCAL  EDUCATIONAL  AGENCIES  ARE 
ENTITLED  UNDER  PUBLIC  LAW  874  BY  USING  AN  ADEQUATE  LEVEL  OF  EDUCATION 
/   AS  A  STANDARD.—'  .      ,  *  '\ 

B.  DETERMINATION  25?  THE  NET  FISCAL  BURDEN  PLACED  UPON  LOCAL  EDUCATIONAL 
AGENCIES  BY  ~ FEDERAL  ACTIVITIES 

CI)  THAT  THE  EDUCATION  DEPAftitteNT  DEVELOP  AND  USE  A  MEANS  TO*  DETER- 
MINE, ON  AN  OBJECTIVE  BASIS ,~  THE  NET  FISCAL  BORDEN  PLACE*  UPON  LOCAL 
EDUCATIONAL  AGENCIES  BY  Sj^jDERAL  ACTIVITIES;  AND  ' 

(2)  THAT  PUBLIC  LAW  874  BE  MODIFIED  SO  THAT  THE  AMOUNTS  TO  WHICH  LOCAL 
EDUCATIONAL  AGENCIES  ARE  ENTITLED  CAN  , BE /  ADJUSTED  IN  CASES  WHERE  THE 
NET  FISCAL  BURDEN  PLACED  UPON  LOCAL  EDUCATIONAL  AGENCIES  VARIES 
SUBSTANTIALLY  FROM  THAT  TO  WHICH  THOSE  1LOCAL  EDUCATIONAL  AGENCIES 
WOULD  OTHERWISE  BE  ENTITLED  UNDER  THAT*  LAW* 

-  * 

XXX,  HOW  SHQULD  THE  TERM  "FEDERAL  PROPERTY*  BE  DEFINED? 

Th<>  general  principle  underlying  thfe  major  part  of  Impact  Aid  is  that 
the ^exis£encjeuo£_  real  proper^  which  Xs^not -subject^ to  St*te- -and-ieca^ 
taxation  in  the  school  district  of  a  local  educational  agency' entitles 
that  agency  to  payments  to' of f set  property  tax5 revenues  lost  J£$/-  Thus, 
it  is  the  tax-exempt  status  of,  land  which  governs  its  inclusion  in  the 
definition  of  Federal  property,  g^e  underlying  principle  in  the  defini- 
tion Js  based  on  Federal  immunity  from' State  taxation  under  the  Suprema- 
cy Clause  of  the  Constitution.  Under  this  principle,  the -definition  of 
^Federal  property  should  include, all  tax-exempt  ieah  property,  which  is 
exempt  by  reason  of  Federal  law.  ^'  ^ 


The  statute  has  since  1950  defined  •Federal  property*  generally  as'  that 
property  which  is  owned  or  leased  by  the  United  States  and  tk  not 
subject  to  State  or  local 'taxation.  F^cm  the  beginning  of  the  prbbram, 
the  definition  has  included 'exceptions  or  clarifications  such  as  "iLlian 
lands,"  defined  as  real  property  which  is  either  helti  in  trust  byf  the 
United  States  for  individual  Indians  or  Indian  tribes,  or  hell  by 
individual  Indians  or' Indian  tribes  and  fs  subject  to  restrictions  upon 
alienation  imposed*' by  th§  Federal  Government. 


453/^  For  th'e  purposes  of  this  recommendation,  "the.  amount  necessary  to 
provi'de  an  adequate  level  of  education  is  defined  as  "the  greater 
of  the  State  average  per-pupil  expenditure  or  the  national  average" 
per-pupil  expenditure."  * 

454/  H.R.  Rep.  Nd.  2287,  81st  Cong.,  2d  Sess.  2,  7,  27&41950). 


Wften  determining  'whether  a  class  of  property  should  be  included  within 
the  definition,  the  issue  is:  does  the  property  in  question  constitute  a 
revenue  burden?  1$  ,real  property  being  removed  from  the  tax  rolls  and 
:are  children  residing  on  that  property,  or  are  children  whose  parents 
are  employed \on  that  property  in  attendance  at  the,schbols  of  a  local 
educational  agency?.  If  so,  is  the"  tax  exemption  the  result  of  Federal 
law?  Vfiien  .these  tests  are^applied  to  the  definition  in  current  law, 
with  a  fey'  exceptions',  that  definition  meets  those  tests* 

It~ is  the  exceptions  whnich  cause  problems."  <Shey  tend  to  be  vestiges  of 
policies  intended  to  limit  the  size  of  the  program,  of  single  purpose 
amendments  to  accommodate  particular  pieces  of  property,  of  judgments  as 
to  whether  a  cl|ss  "of  property  constitutes  a  benefit  to  the  community, 
and  of 'policies  to  ease  administrative  functions^  These  exceptions  are 
not  .only  inconsistent  with  the  purpose  of  the  deficit ion~to  lay  the 
basis  for  determining  whether  a  revenue  burden  or  service  burden  exists 
— but  cause  the  definition  to  be  complex  and  confusing. 

The  Commission  has  had  a  policy  in  favor  of  simplification  of  the  law 
and,  to  the  extent  practicable,  simplification  of  concepts.  In  order  to 
accomplish  this  it  ha3  been  necessary  to  treat  unusual  or  exceptional 
situations  individually  and  determine  whether  consistency  with  overall 
policies  is  possible;  and  if  it  *is  not,  whether  the  desired  result 
merits' an  exception. 

The  Commission  found  — 

(1)  that  that^def inition  continues  to  serve  well  as  a  basis  upon  which 
the  Impact  Aid  Program  is  structured  and  ought  to  continue  as  such; 

(2)  . that  th^  underlying  policy  for  the  definition  should  be  based  upon 
whether  the  property  in  question  is  subject  to  State  and  local  taxa- 
tion and,  if  it  "is  not,  whether  its  exemption  from  such  taxation  is 
the  result  of  Federal  ownership  or  Federal  law; 

(3)  that  all  real  property  which  is  so  exempt  should  be  within,  the 
definition  of  v*Federal  property"  and  all  property  which  is  not  so 
exempt  should,  unless  there  are  sufficient  reasons  to  the  contrary,  be 
excluded;  ^  _  k  * 

(4)  that  Federal  property  should,  to  the  extent  practicable,  be^ 
treated  like  private  property;  an£         1  " 

(5)  that  the  extent  to  which  a  class  of  property  i£  used  foe  the 
benefit  of  the  locality  in  %which  it  is  located  should  not  be  taken 
into  consideration  in  the  definition,  but  may  t&  taken  into  considera- 
tion in  determining  the  amount  of  compensation  for  which  payment  i£ 
made  to  a  local  educational  agencf . 
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On  the' basis  of  these  findings,  the  Commission  recommends  — 

THAT  THE  TERM  ."FEDERAL  PROPERTY*  BE  DEFINED  AS  ANY  REAL  PROPERTY  IN  ANY 
STATE  WH]£H  IS  NOT  SUBJECT  TO  'TAXATION  BY  T&T  STATE  OR  ANY  POLITICAL 
SUBDIVISION  THEREOF  BY  REASON  OF  FEDERAL  LAW. 

*  This  definition  is  consistent  with  the  underlying  constitutional  reasons 
for  the  existence  of  the  Impact  Aid  Program.  Consistency^ in  policy  has 
been  a  major  guideline  used  by  the  Commission  in  developing^jrecommenda- 
tions.  In  the  case  of  the  definition  of  "Federal  Property"  the  const 
tutional  nexus  is  Federal-State  relations  under  the  Supremacy  Clause; 
The  term  "State"  in  the  recommendations  should  6e  taken  literally,  as 
the  fifty  States. 

Such  a  definition'  necessarily  excludes  entities  which  are  not  States  and 
which  are  ultimately  under  complete  control  of  the  Congress,  such  as  the 
District  of  Columbia  and  the  Vitlying  areas  such  as  wake  Island,  Puerto 
Rico,  and  Guam.  The  Congress  has  the  authority  to  deal  directly  with 
ttfe  schools  in  those  entities  and  has  the  responsibility  to  do  so. 
These  areas  ought  not  be  treated  as  States  unless  they  are  States  with 
constitutional  protection  as  such*  * 

Jot  this  reason,  the  definition  should  exclude  Federal  property  in  any 
area  which  is  not_a  State.  The  Commission  does  feel,  however,  that  the 
needs  of  the  non-State  entities  should  be  taken  care^of  by  the  Congress 
through  direct  legislation  designed  to  meet  the  particular  needs  of  each 
of  them. 

As  a  corollary  with  the  principle  of  tying  the  def-inition  of  Federal 
property  to  the  tax-exempt  status  of  real  property  by  reason  of ' Federal 
/-law  under  'the  intergovernmental  tax  immunities '  theory,  and  with  the 
strict\definition  of  the  term  "State,"  the  use  of  the  word  "any"  should 
be  qpnstrued  literally  with  the  effect  that  a  child  connected  with 
Federal  property  in  any  State,  should  be  counted  in  whatever  State  that 
child  attends  public  schools.  - 

If  the  amount  of  compensation  "were  computed  strictly  on  "revenue  burden" 
— which  is  not  the  case,  nor  would  be  the  cas'e  under  the  recommendations 
— then  there  would  be  reason  for  excluding  children  connected  with 
property  in  a  State  other  than,  that  in  which  the  child^ attends  scbool. 
-However,  both  current  law  and  the  recommendations  base  the  determination 
of  the  amount  of  compensation  on  ^service ^burden" — the  cost  of  providing 
education—in  which  case,  the  hurgeA  £s  where  the  child. goes  to  school' 
rather  than  where  the  property  is  located.  , 

Furthermore,    the   Commission^  is   recommending   that    the   law  expressly 
recognize  what  current,  law  implies — that  the  Federal  Government  has  an 
obligation  with  respect  to  the  education  of  federally-connected  chil-  , 
dren.    Any  distinction  among  those  children  based  upon  State  lines  would 
be  inconsistent  with  an  obligation  to  those  children. 
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Even  though  low-rent  public  housing  property  is  not  expressly  mentioned 
in  the  recommendation,  it  is  clearly  included  because  that  property  is 
exempted  from  State  and  local  taxation  by  reason  of  Federal  statutory 
law.  This  is  the  case  when  real  property  is  owned  by  international 
organizations,  foreign  governments,  andlndian  lands—even  though  a 
statute  may  not  expressly  exempt  the  property,  for  a  treaty  or  interna- 
tional agreement  has  the  force  of  statutory  ]Ltw. 

Finally,  the  recommendation  makes  no  mention  of  flight  training  schools 
or  private  leasehold  interests  in  Federal  property.  The  present  inclu- 
sion of  flight  training  schfcals  appears  to  be  an  outdated  vestige  from 
the  period  when  the  Federal  Government  was  transferring  airports  to 
local  governments.     Therefore,  the  Commission  recommends  its  exclusion. 

The  Commission  also  recommends  that  real  property  owned  by  the  Federal 
Government,  having  private  taxable  leasehold  interests,  be  included 
because  the  connection  of  children ^frith  the  property  is  not  subject  to 
diminution  by  a  private  leasehold  interest  in  that  property**  However, 
the  recommendation  on  amount  of  compensation  does  provide  that  any 
revenues  a  local  educational^  agency  receives  from  taxation  of  a  private 
leasehold  interest  be  deducted  from  its  amount  of  compensation. 


IV.  WHAT  IS  THE  OBLIGATION  OF  THE  FEDERAL  GOVERNMENT  WITH  RESPECT  TO  THE 
EDUCATION  OF  CHILDREN  CONNECTED  HITH  FEDERAL  PROPERTY?  -  -   — . 

The  Impact  Aid"  Program  or  a  similar  program  may  be  viewed*  as  an  obliga- 
tion* That  obligation  arises  from  a  need  to  preserve  a  federal  system 
of  government*  The  pbligation  runs  to  institution^within  that  system, 
the  political  subdivisions  of  the  States,  charged <£y  them  with  a  govern- 
mental function  historically  within-  the  prerogatives  of  the  States— 
education. 

In  summary,  that  obligation  is  that"  the  Federal  Government  ought  not 
exercise  its  power  to  acquire  real  property  or  otherwise  exempt  real 
property  from  taxation  and  use  thaV  property  in  -such  a  manner  as  to 
impair  substantially  the  legitimate  functions  of  the  States.  One  means 
of  balancing  the  power  of  the  Federal  Government  .against  the  rights  ofe^ 
the  States  to  carry  out  their  legitimate  functions  is  to  compensate  them 
for  the  adverse  effects  of  the  exercise  of  that  power. * 

The  States,  in  delegating  the  responsibility  for  education  to  local 
educational  agencies^  have  required  that  ti^^e  agencies  derive  their 
revenues  from  'taxation  on  real  property^  The  States  have  also  required 
that  local  educational  agencies  educate  all  children  living  within/  their 
jurisdictions,  Thus,  local  educatib^al  agencies  have  a  revenue^  burden 
arising  from  the  loss  of  revenue  f ro£~£,axjexempt  real  property  and  a 
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service  burden  arising  from  a  requirement' that  local  educational  agen- 
cies .educate/children  residing  on,  or  whose  parents'  are  employed  on, 
that  property. 

The  study,  regarding  the  obligation  to  provide  for  an  adequate  level  of 
education  is  based  upon  a  shift  in  emphasis  toward,  the  educational  needs 
of  federally-connected  children.  This  required  an  examination  of  the 
obligation  of  the  Federal  Government  with  respect  to  the  education  of 
federally-connected  Children;  together  with  the  obligation  to  ameliorate 
the  loss  caused  by  ownership  of  tax-exempt  property,  which  form  the 
ba^is  of  the  Impact  Aid  Program.  .  That  double  obligation  is  inherent  in 
the  policy  finding  that  the  Federal  Government,  as  a  landowner  and  an 
employer,  is  to  be  treated,  to  the  extent  practicable?  as  private 
landowners  and  employers  are  treated  under  the  laws  of  the  States.  The 
Federal  Government,  as  an  employer,  has  recognized  for  many  years  an 
obligation  for  the  education  of  the  children  of  some  of  its  employees. 

f 

There  are  other  types  of  Federal  obligation  for  the  education  of  fed- 
erally-connected children.  .  with  regard  to  most  federally-connected 
children,  the -Federal  Government  has  a  responsibility  based  on  its  role 
as  an  employer -oT-fhe  children parents*,  with  regard " toward  the 
education  of  Indian  children-  the  Federal  Government  has  a  unique 
obligation  based  on  treaties^/ and  legislation.!^'  Moreover ,   in  the 

?f  heav".ly  impacted ..schpofcrdistricta  with  high  concentrations  of--, 
federally-connected    children,    the   special    educational   needs   of  such 
children  require  special  consideration. 

Heavily  Impacted"  School  Districts 

t 

There  are  two  types  of  local  educational  agencies  which  have  heavily 
impacted  school  districts.-    (1)   those  having  ajiigh  percentage  of  fed- 
erally-connected children  in  attendaaefr^at "their  schools;  and  {2}  those 
having  school  districts  in  which  the  Federal  Government  exempts  a- 
substantial  portion  of  the  real  property  from  local  taxation.    Both  of 
these  types  of  local  educational  agencies- need  special  consideration  in 
the  law.   .The  hearings  indicate  that  as  many  as  500  local  educational 
agencies  are  so  dependent  upon  Impact  Aid  payments  that  a  major  reduc- 
tion in  those  payment  would  result  in  the  closure  of  their  schools  or* 
if^iot  closure,  seriotis  reductions  in  their  level  of  ope*rat.ion.  Exist- 
ing law  regarding  lockl  educational  agencies  with  high  percentages  of  - 
federally-connected  children- is  clearly  inadequate  to  meet  their  needs, 
Existing  law  covering  the  latter* situation  was  part  of  ,tfie  original  law 
and  has  ogt  been  substantially  modified  since. 

455/  Indian  Education  Task  Force  Five,  Final  Report  on  Indian  Education,  

American  Indian  Policy  Review  Commission,  tj.S.  Cong.  61-73,  314-415 
(Comm.  Print  1976). 

456/  Chap.  84,  Sess.  II,  3  Stat.  516  (1819), 


*—  * 

erJc  ' 


The  law  provides  -for  exceptional  circumstances,  whlfegra  State  or  a  local 
educational  agency  cannot  or  will  nbt  educate  children  residinajsn 
Federal  property,  by  authorizing  ♦£hte  Secretary  of  Education  to^jurfange 
with  local,  educational  agencies  &t  with  heads  of  Federal  agencies  to 
operate  schools  for  children  residing  on  Federal  lands  in  States  which 
cannot  or  will  not  provide  thera  a  fr^e  pqfblic  education.  Section  6  of 
Public  Law  874  authorizes  the  Secretary  to  "make  such  arrangements 
as  may  he  necessary  to  provide  free  publip  education  for  such 
children."—' 

The  Commission »found  — 

(1)  '  that  the  Federal  Government  has  an  obligation  to  support  public 
education  under  the  laws  of  the  States,  to  the  extent  that  those  laws 
place  such  an  obligation  on  the  owners  of  real  property  and  *to  the 
extent  that  the.  Federal  Government  owns  and  uses  real  property  within 
those  States;  -  \^ 

(2)  that  the  Federal  Government  has  an  obligation-  to  assist  in;  the 
support  of  education  for  the  children  of  its  employees  without  regard 
for  their  places  of  residemce; 

(3)  that  the  Federal  Government  has  an  obligation  for  the  education  of 
children  living  on  Federal  property; 

(4)  that  the  Federal  Government  has  a  special  obligation ,  under  its 
treaties  with   Indian   tribes,   for  the  .education  of  Indian  children; 

(5)  that  the  Federal  Government  has  a  special  obligation  to  heavily 
burdened- local  educational  agencies; 

{6}*  that  the'lmpactj  Aid  Program  is  appropriate  for  meeting,  and  should 
be  designed  to  fulfill,  these  obligations;  and 

(7)  that  the  Federal  Government  should  maintain  section  6  schools  as 
they  presently  exist,  uncjer  present  l^w. 

On  the  basis  of  these  findings,  the  Commission  recommends  — 

r  » 

(1)    THAT  THE  FEDERAL  GOVERNMENT  EXPRESSLY  RECOGNIZE  ITS  OBLIGATION  TO 

-Provide  an  adequate  level  of  education  for  children  residing  on 
federal  property  or  residing  with,  a  parent  working  on  federal  prbperty 
by  amending  the  law  declaring  such  an  obligation,  and  that  the  federal 
government  has  a  special  obligation  with  respect  to  children  who  both 
reside  on  and  reside  with  a  parent  employed  on  federal  property ; 

457/  Pub.  L.  No*  374,  81st  Cong.,  2d  Sess.  S6(a)  as  amended,  20  U.S.C.A. 

S241{a)  to  241(b)   {1974  k  Supp.  1978).  t  * 

*■* 

/ 


) 
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(2)  THAT 

(a)  THE  CONGRESS  RECOGNIZE  THAT  THE  UNITED  STATES  HAS  A  SPECIAL 
AND  UNIQUE  OBLIGATION  WITH '  RESPECT  TO  THE  EDUCATION  OP  INDIAN 
CHILDREN  WHICH  ARISES  PROM  TREATIES  BETWEEN  THE  UNITED  STATES  AND 
INDIANWTRIBES  AND  THAT  THE  IMPACT  AID  PROGRAM  IS  ONE  OP  SEVERAL 

.MEANS  BY  WHICH  THE  UNITED  STATES  CAN,  ~ IN  PART,  SATISPY  THAT 
OBLIGATION;, 

_____  f 

(b)  ,  THE  EDUCATION  OF  INDIAN  CHILDREN  BE"  AVAILABLE  IN  SUCH  A  FORM 
AND  IN  SUCH  A  MANNER  AS  WILL  ENABLE  THE*  BOTH  TO  PERPETUATE  THEIR 

*  EXISTENCE  AS  INDIAN  'PEOPLE  AND  .TO  FUNCTION  EFFECTIVELY  IN  THE 
MAJORITY  SOCIETY  AND  THAT  DECISIONS  REGARDING  THE  CONDUCT  OF  THEIR 
EDUCATION  SHOULD  BE  MADE  BY  THEIR  PARENTS  AND  THE  TRIBES  OF  WHICH 
THEY  ARE  MEMBERS;  AND  •  • 

i 

(C)  TO  THE  EXTENT  THAT  THE  EDUCATION  OF  INDIAN  CHILDREN  IS  CARRIED 
OUT  THROUGH  LOCAL  EDUCATIONAL  ■  AGENCIES,  AS'  DETERMINED  BY  THEIR 
PARENTS  AND  THE  TRIBES  OF  WHICH  THEY  ARE  MEMBERS,  THESE  CHILDREN 
SHOULD  HAVE  THE  FULL  RIGHTS  OF  CITIZENS  UNDER'  THE  EDUCATION  LAWS 
OF  THE  STATES,  AS  WgLL  AS  THE  BENEFITS  "WHICH  ACCRUE  TO  THEM  UNDER 
THE  TREATIES  OF  THE  UNITED  STATES  t  AND  THAT  THE  IMPACT  AID  PROGRAM 
BE  SPECIFICALLY " DESIGNED  TO  ACCOMMODATE  THOSE  RIGHTS  AND  PROVIDE, 
IN  PART,  TgOSE  BENEFITS; 


=  •(3)  THAT  THE  LAW  MAKE  PROVISIONS  FOR  INSURING  THAT  LOCAL  EDUCATIONAL 
AGENCIES  WITH  HEAVILY  IMPACTED  SCHOOL  DISTRICTS  .MAINTAIN  THEIR  LEVEL 
OF  EDUCATION  SERVICES; 

:  •  . 

(4)  THAT  THE  FEDERAL  OBLIGATION  BE  IMPLEMENTED  BY  PROVIDING  THAT  LOCAL 
EDUCATIONAL'  AGENCIES*  BE  COMPENSATED  AT  THE  RATE  OP  PAYING  HALF  THE 
LOCAL  SHARE  OF  THE  COST  OF  EDUCATION  PER  CHILD  FOR  EACH  CHILD  RESIDING 
ON  FEDERAL  PROPERTY  AND  HALF  OF  THE  LOCAL  SHARE  FOR  THOSE  WHOSE 
PARENTS  ARE  EMPLOYED  THEREON;  AND 

(5)  THAT  FEDERALLY -OPERATED-  SCHOOLS  BE,  MAINTAINED  AS  THEY  PRESENTLY 
EXIST. 

\ 

V.  SHOULD  LOCAL  EDUCATIONAL  AGENCIES  EDUCATING  CHILDREN  IN  ATTENDANCE  AT 
PUBLIC  SCHOOLS  BY  REASON  OF  FEDERAL  LAW  OR  ACTIVITIES  BE  COMPENSATED 
THEREFOR? 

The  Federal  Government  -imposes  burdens  on . school  districts  by  owning 
tax-exempt  land  and  by  increasing  enrollments  with  children  of  families 
who  live  or  work  on  Federal  land.    These  are  the  traditional  Impact  Aid 


"revenue"  and  "service"  burdens.  There  are  other  burdens  carried  by 
local  educational  agencies  because  of  Federal  mandates* or  Federal  activ- 
ities not  covered  by  present  law.  The  existence  of  these  additional 
^impacts,  which  are  traceable  to  Federal  policies  or  activities,  raises 
the  issue  that  Impact  Aid  should  be  expanded  to  compensate  for  the 
burden  those  policies  and  activities  impose. 

Section 4  4  of  Public  Law  874  currently  provides  for, payments  to  local 
educational  agencies  experiencing  ^sudden  and  Substantial  increases  in 
enrollment  caused  by  increased  Federal  activities,  "tt  additional  im- 
pacts associated  with  the  education  of  refugee  children  and  undocumented 
aliens  and  the  costs  associated  with  compliance  with  Federal  laws  and 
regulations  were  to  be  included  as  Federal  activities  warranting  compen- 
sation under  the  Impact  Aid,  Program,  section  4  is  the  appropriate  pla^e 

in  the  law  to  provide  for  such  assistance. 

■% 

Section  ^  may  be  considered  a  nullity  today  because  it  has  not  been  used 
for  several  years.  It  does,  however,  reflect  an  important  policy  with 
regard  to  situations  which  may  be  considered  the  logical  counterpart  of 
those  covered  by  section  2,  Whereas,  section  2  provides  for  compensa- 
tion when  mere  acquisition  of  real  property  by  the  Federal  Government— 
regardless  of  schoolchildren  associated  with  that  property — imposes  a 
burden,  section  4  provides  for  compensation  when  the?  mere  presence  of  a 
child  in  school  as  the  result  of  Federal  activities — regardless  of 
property  ownership— constitutes  a  burden. 

The  Impact  Aid  law  provides  that  children  of  parents  meeting  the  defini^r 
tion  of  a  refugee^  in  the  Migration  and  Refugee  Assistance  Act  of  1962 
are  considered  federally-connected  children  for  purposes  of  qualifying 
for  Impact  Aid.  In  practice,  aliens  under  the  1962  act  meant  Cuban 
refugees,  only.  A  stringent  eligibility  requirement/  however,  limited 
Impact  Aid  to  school  districts  whose  enrollment  was  at  least  20  percent 
Cuban  refugees.  There  may  be  some  statutory  authority  for  broadening 
the  coverage  beyond  Cuban  refugee  children  under  the  Impact  Aid  law.  It 
is  arguable  that  the  Impact  Aid  statute  should  be  read  to  compensate 
lqcaj.  educational  agencies  for  the  presence  of  Indochinese  refugee 
children  enrolled.  It  is  also  arguable  that  the  20  percent  eligibility 
requirement—*  stringent  and  not  entirely  reasonable  one— should  be 
discontinued* 

The  arguments  for  inclusion  of  refugee  children  also  apply  to  expanding 
Impact  Aid  to  compensate  for  the  presence  of  children  of  undocumented 
aliens  in  public  schools.  It  can  be  argued  that  th$  presence  of  un- 
documented aliens  in  a  school  is  "traceable  directly*  to  a  "Federal 
activity,"  warranting  financial  assistance  under  section  4  of  Impact 
Aid. 
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The  United  Spates  has  taken  the  position  that/  the  children  of  undocu- 
mented aliens  have  a  constitutional  right  to  d  free  public  education  as 
other  children  have.  Also,  it  has  been  decided  in  the  Federal  courts 
-that  Texas  schools  must  provide  the  children  of  undocumented  aliens  a 
free  public  education.  The  question  is  whether  thfcs  is  sufficient 
"Federal  connection"  to  warrant  inclusion,  of  children  of  undocumented 
aliens  \n  the  Impact  Aid  Program,  All  ok  the  facts  required  fok  in- 
formed Commission  consideration  of  this  issue  are  not  available  to  the 
Commission  due  to  time  constraints,  but,  such  facts  should  be  studied 
further. 

The  Commission  found  — 

{lj*that  section  4  of  Public  Law  874  is  outdated  and  a  "nullity  in 
current  law  and,  unless  it  is  modified  to  meet  current  circumstances, 
it  should  be  repealed; 

/ 

(2)  that,  even  though  the  evidence  before  the  Commission  regarding 
the  full  scope  of  burden  placed  on  local  educational  agencies  to  meet 
the  educational  needs  of  refugee  children  is  inadequate,  that  evi- 
dence, taken  with  the  uniquely  Federal  nature  of  policies  giving  rise 
to  their  presence  in  public  schools,  is  sufficient  to  .support  V 
recommendation  that  section  4 _  be  reactivated  and  modified"  to  assist 
local  educational  agencies  in  meeting  the  cost  of  their  education  for 
a  limited  period  of  ,timg? 

(3)  .that  the  current  provisions  in  section  3  of  Public  Law  874 
regarding  refugee  children  should  be  removed  therefrom  and  placed  in 
a  modified  form  in  section  4; 

,  ~- 

(4)  that  the  evidence  on  the  problems  arising  in  connection  with  the 
education  of  the, children  of  undocumented  aliens  is  insufficient,  at 
this  time,  to  support  a  recommendation  -and  needs  further  investiga- 
tion; and 

(5)  that  the  evidence  on  the  costs  incurred  by  local  educational 
agencies  in  complying  with  Federal  laws  and  regulation^  indicates  a 
serious  problem  may  exist  and  further  study  of  that  problem  is 
necessary  I 

On  the  basis  of  these  findings,  the  commission  recommends  — 

(1)  THAT 

N 

•  (a)  THE  LAW  BS  MODIFIED  TO  PROVIDE  FOR  SPECIAL  PROVISION  FOR 
PAYMENTS  TO  LOCAL  EDUCATIONAL  AGENCIES  FOR  THE  EDUCATION  OF 
CHILDREN  OF  DOCUMENTED  ALIENS  (REFUGEES) ; 


477 
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(b)  SINCE  ¥?HE  /TOLL  SCOPE  AND  NATURE  OP  THE  PROBLEMS  OF  PROVIDING 
THOSE  CHILDREN  WITH  ADEQUATE  EDUCATIONAL*  SERVICES  IS  NOT  YET 
KNOWN,  S^ck  /MODIFICATION  BE  IMMEDIATE,  BUT  OF  A  TEMPORARY  NATURE 
AND  PROVIDE  THAT^NY  LOCAL  EDUCATIONAL  AGENCY  PROVIDING  FREE 
PUBLIC  EDUCATION  FOR  AT  LEAST  TEN  SUCH  CHILDREN  DURING  THE  FIRST 
TWO  YEARfl£  AFTER  THEIR  ENTRY  BE  COMPENSATED  FOR  THE  COST  OF  THAT 
EDUCATION;    \  >  ^ 

.    (C)    THE   CONGRESS    EXAMINE    THOSE    PROBLEMS    IN   ORDER  TO  DETERMINE 
THEIR  NATUR^  AND  SCOPE  AND  DEVELOP   A  MEANS  OF  SOLVING  THEM; 

(2)  THAT,  SINCE  THE  LEGAL  OBLIGATIONS  OF  THE  STATES  WITH  RESPECT  TO 
THE  EDUCATION  OF !  UNDOCUMENTED  ALIENS  ARE  NOT  YET  DETERMINED  AND,  THE 
DEGREE  TO  WHICH  TEE  PROVISION  OF  THAT  EDUCATION  IS  A  RESPONSIBILITY  OF 
TH^f  STATES  HAS  NOT  YET  BEEN  DETERMINED  AND  CAN  BE  DETERMINED  ONLY  WITH 
FURTHER  STUfeY,  THE  CONGRESS  CONDUCT  A  THOROUGH  EXAMINATION  OF  THESE 
PROBLEMS  IN  ORDER  TO  DETERMINE  THEIR  NATURE  AND  SCOPE  AND  DEVELOP  A 
/MEANS  OF  SOLVING  THEM;  AND 

{3}  THAT,  SINCE  THE  COSTS  INCURRED  BY  LOCAL  EDUCATIONAL  AGENCIES  IN 
COMPLYING  WITH  FEDERAL  LAWS  AND  REGULATIONS  REGARDING  EQUALIM^F 
EDUCATIONAL  OPPORTUNITY  INVOLVE  MANY  ISSUES  BEYOND  THE  SCOPE  OF  THE 
*  MANDATE  OF  THE  COMMISSION,  THE  CONGRESS  EXPLORE  THE-  FEASIBILITY  OF 
CONDUCTING  SUCH  A  SJFUDY.  .<  ' 


VI,   WHICH  LOCAL  EDUCATIONAL  AGENCIES  SHOULD  BE  ELIGIBLE  FO^  IMPACT  AID 
BAYMENTS? 

* 

Since  the  inpeption  of  the  Impact  Aid  Program,  the  Congress  has  limited 
participation  in  the  program  by  establishing  minimum  eligibility  stand- 
ards for  local  educational  agencies  applying  for^  payments.  As  the  law  * 
now  stands,  in  order  for  a  local  educational  agency  to  qualify  lor 
payment,  it  must  have  either  400  federally-connected  children  in  its  * 
average  daily  attendance/  Or  the  number  of  federally-connected  children 
must  equal  three  percent  of  total  average  dfily  attendance;  in  either 
case  the  local  educational  agency  must  have  at  least  ten  federally- 
connected  children.  The  fairness  and  necessity  of  such  minimum  require- 
ments in  the  Impact  Aid  Program  has  been  a  subject  of  debate.  - 

*Thers  appears  to  be  lil^e^^  any,  reason  to  set  an  arbitrary  limit 
on  participation  in  the  program  based  on  a  percentage  of  federally- 
connected  children  in  the  schools  of  a  local  educational  agency.  The 
obligation  of  the. Federal  Government  for  t^he  education  of  those  children 

f  is  the  same  for  each  federally-connected  child  without  regard  for 
•whether  that  child  is  one  of  a  number  constituting  2*9  percent  of 
enrollment  or  3*0  percent  of  it.  .  It  has-  been  suggested  previously  that 
since  it  can  be  argued  that  each  federally-connected  child  gives  rise  to 
some  type  of  busden,  there  should  be  no  minimum  impact- to  qualify  for 
assistance  under  the  program. 
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The  "percentage,  eligibility  requirement,   therefore,  appears  to  have  no 
.  empirical  foundation  and  is  a  vestige  of  an  old  policy  designed  to  limit 
the  size  of  the  program;  it  has  the  effect  of  ignoring  the  obligation 
for   the   service   burden    to   the   excluded   local  educational  agencies'.  ^ 

The  Commission  found  — 

(1)  that  the  eligibility  requirements  limiting  participation  in  the 
Impact  Aid  Program  are  no  longer  valid  and  should  be  removed; 

(2)  that  the  requirement  that  there  be  at  least  ten  federally- 
m  connected   children    for    eligibility   is    still   valid  and   should  be 

continued;  and 

•  (3)  that,  if  budgetary  concerns  are  a  factor  in  limiting  participa- 
tion in  the  program,  that  factor  should  be  considered  as  a  matjter  of 
priorities  in  making  payments  when  appropriations  are  insufficient  to 
satisfy  all  entitlements. 

However,  even  though  the  original  purpose  of  the  eligibility  requirement 
is  no  longer  valid,  there  are,  administrative  reasons  for  retaining  some 
minimum  number  of-  federally-connected  children  as  a  prerequisite  for 
receiving  Impact  Aid  payments.  This  is  based  on  the  policy"  that  the  / 
administrative  work  necessary  for  processing  an  application  and  making  a 
payment  is  more  costly  both  to  the  applicant  and  to  the  Federal  Govern-/ 
ment  than  any  benefit  derived  from  the  small  payment  which  would  result 
from  the  application.  This  is  a  retirement  with  historical  support 
bot^  with^  the  Impact  Aid  Program^/ and  in  other  Federal  education 

programs,        thou^h~-in£lation  and  other   economic  factors  may  warrant 

either  an  increase  or  reduction  in  this  threshhold.-  The  Federal  Govern- 
ment has  notyliowever,  made  a  determination  that  such  an  alteration  is 
warranted.   /  '  r* 

For  >  these/  reasons,  the  Commission  recommends  that  the  current  eligi- 
bility Requirements  be  retained,  with  the  understanding  -'that  this 
recommendation  is  based  only  on  a  consideration  of  administrative 
efficiency,  /  « 

/  / 
3|iere£ore,  the  Commission  recommends  — 

MM  THE  EiS'GXBLITY  REQUIREMENTS  BE  RETAINED  AS  tHEY  ^IST   IN  -CURRENT 


4jf8/  H.R.  Rep.  No,  2287,  81st  Cong.,. 2d  £ess.  12  (1950). 
459/  Title  I  of  the  Elementary  and  Secondary  Education  Act  of  1965,  Pub. 
/        L.  No.   95-561  ,  S111.(b)(1)f  92  Stat.   2156' (1978)    (amending  20 
U-.S.C.A.  S3241c(b)  (1)  (1974)}. 


VII.  WHAT  SHOULD  'BE  £HE  AMOUNT  OP  COMPENSATION?  * 

After  having  found  'that  local  educational  agencies  should  be  opmpensated 
for  the  burdens'  placed  upon  them  by  Federal,  activities,  $nd  that  there 
are  obligations  which  arise,  with  respect  to  the  education  of  federally- 
connected  children,  the  question  the  Commission  addressed  was  the  amount 
of^that  compensation ♦  "  •  .  . 

In  general,  the  amount  of 'compensation  under  current  law  is  based  upon  a 
calculation  of  the  "service  burden*  (the  cost  of  educating  federally- 
connected  c&ildren)  rather  than  an  estimated  "revenue  burden"  {the  loss* 
of  revenue  by  .reason  of  Federal  imi^nity  from  local  taxation) .  ^The 
exception  is  the  case  of  payments  under  the  jcurrent  section  2  -which 
are  payments  for  lpss  of  revenue, '  *  . 

The  amount  of  compensation  a  local  educational  "agency  receives  under 
section  3  is  determined  by  multiplying  the  number  of  ^federally-connected 
tdifidren  in  various  categories  by  an  appropriate  percentage  of  the  local 
contribution  rate  (LCR)  for  that  local  educational  agency* 

As  Impact  Aid  was  originally/written,  the  LCR  for  a  local  educa- 
tional agency,  in  any  State  is  determined  for  each  year  on  the  basis-  of 
the  local  portion  of  average  per-pupii  current  expenditures  ,by  generally 
comparable  local  educational  agencies  in  the  State,  This  method  of 
computation  was  designed  *to  insure  that 'the  entitlement  per  child' would 
be  "roughly  equivalent  to  the  amount  per  child  which  otherS*  property 
owners  in  comparable  communities  pay  toward  the  cost  of  educating 

children,"  ' since  it  is  difficult  to  calculate  how  much  revenue  would 

be^raised  locally  in  a  federally-effected  community  in  the  absence  of 
Federal. ownership*      *  ,  * 

The~e£fect  of 1 the  local  contribution  rate  approach  was  to  compen- 
sate local  educational  agencies  .for  losses  in  local  revenues — not  for 
any  loss  of  State  revenues*  No  portion  of  payment  was  to  be  made  in 
consideration  of  the  State  share  of  the  co.st  of  educating  children 
because,  according  to  legislative  history*  of  the  original  law,  (1)  the 
tax-exempt  status  of  Federal  property  did  not  operate  to  reduce  State' 
revenues,  and  (2)  State  governments  could  reaitze  as'  much^revenue  from* 
the  parents  of  federally-connected  children  through  sales,  income,  and 
other  taxes  as  from  other  parents  in  the  State 

-  .  --  *  *  * 

The  LCR  concept  as  or iginally,  formulated  reflected  congressional 
concern  wStJu  the  "revenue  burden"  on  rbcal  educational  agencies.  It  did 
not  necessarily^  reflect  tfie  cost  of  educating  federally-connected 
children  or  the  educational  needs  of  such  children.    In  fact/  the  theory 


£60/  H.R.  Rep,  No,  2287,  8"lst  Cong,,  2d  Sess.  1Z  (1950). 
461/ :ld.  13.  .  *•  ' 
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.  behind  the  original  LCR  concept  is  neutral  on  the  question  of  education- 
al needs.  it  presupposes  that  the  Federal  Government  should  pay  local 
educational  agencies  the  money  necessary  for  them  to  treat  the  educa- 
tional  needs  of   federally-connected  children  the  same  way  they  treat 

those  of  children  who  are  not  federally-connected.    '         . «r        ,  . 

>  ......  / 

The  LCR  concept  has  been  followed  more  in  theory  than  in  practice  since 
1950.  Amendments  to  Puhlic  Law  874  in  1953,  1956,  and  1958  made*  it 
possible  for  local  educational  agencies  to  choose  LCRs  other  than-  those 
with  comparable  districts.  In  1953,  local  educational  agencies  were 
given  the  option  of  choosing  half  the  State  average  per-pupil  expendi- 
ture as  LCR;>  in  1956  districts  were  alloyed  to  choose  half  the,  national 

ZVJZ  1°1C)al  CO"tribution  rate-  m  1*58,  that  option  was  changed  to 
make, the  alternative  half  the  national  per-pupil  expenditure. 

'The  rationale  for  the  change  reflects  a  concern  for  the  educational 
needs  of  federally-connected  pupils.  By  these  actions,,  congress  dis- 
P*Ti  3  f°ncern  for  •service-burden"  associated  with  the  =  presence 

of  federally-connected  children  in  a  school  in.  addition  to— if  not  to 
tX°«     ™  of-the   -revenue   burden,-    a   shift  in  emphasis   in  the 
theory  of  compensatibn. 

The  logic  underlying  LCR  as  originally  formulated  is  further  contradict- 
ed.by  amendments  since  1974  which  allow  awarding  125  percent  of  LCR  for 
children  residing  on  Indian  lands  and  150  percent  of  LCR  for  handicapped 
dependents  of  military  personnel.  Setting  an  entitlement  at  more  than 
100  percent  cjf  LCR  belies  the  theory  of  compensating  for  a  Federal 
burden  as  measured- by  local  contribution  which  underlies  ^he  LCR  con- 
cept. The  special  entitlement  rates  for"  children  residing  on  Indian 
lands  and  for  handicapped  dependents  of  military  personnel  are  based  Tn 
a  recognition  of  the  high "cost  of  educating  children  with  special 
educational  need^.  r 

Reductions  in  payments  caused-  by  insufficient  appropriations  have 
resulted  in  a  situation  in  which  the  LCR  used  to  determine  entitlement 
is  reflected  in  payments  only  for  local  Educational  agencies  receiving 
100  percent  of  entitlement  for  "A"  children-local  educational  agencies 
which  are  in  highly  unusual  circumstances  and  'for  which  the  "comparable 
district  method  of  .computing  CCR  has^not  been  appropriate  in  recent 
ye^rs*  * 

i 

Burden  is  a  combination  of  revenue  lost  because  of  Federal  ownership  of 
tax-exempt  land  and  expenditures  made  because  federally-connected 
children  attend  public,  school.  THe  cost  of  providing  an  adequate  level 
of  education  for  federally-connected  children  is  part' of  the ' financial 
burden  imposed  by  the .Federal  presence.  Given  the  Federal  obligation 
toward  £he  education  of  federally-connected  children  and  the  expressed 


r 
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legislative  concern  with  that  level  of^educatipn,  it  is  reasonable  that 
the  cost  of  educating  those  childten  adequately  should  provide  a  bench- 
mark for  ,  determining  amount  of  compensation  for   the,  Federal  presence* 

As  jLS  always  the  case  when  a  general  formula  is  drawn/  Chere  are  excep- 
tional circumstances  which,  when  that  formula  is  applieti,  result  in 
inequiti'es.  In  the  past,  Public  Law.  874  has  been  amended  many  times  in 
attempts*  to  alter  the  method  fbr  computing  the  amounts  of  entitlements 
and  the  rates  at  which  payments  are  made  on  those  entitlements  in  o£der 
to  accomodate  special  circumstances*  This  has  resulted  in  a  complex  law 
under  which  all  local  educational  agencies  must  operate — even  though  the 
complexities  are  the  result  of  a  minority  of  situations* 

The  Commission  beljleves  that  the  entire  concept  of  local  contribution 
rate ^should  be  avoided  and  a  metfiod  of  determining  the  amount  of  compen- 
sation based*upon  principles  consistent  with  those  underlying  the 
program  should  be, devised*  Although  improved  analytical  techniques  in 
the  fields  of  economics  and  school  finance  that  could  make  a  more 
precise  'formula  for  measuring  burden  and  obligation  under  State  law  are 
being  developed,  they  require  a  great  deal  of  study  and  testing  for 
their  improvement  and  validation*  At  some  point,  the  Commission  hopes 
that  these  techniques  can  be  perfected*  The  Commission's  economic 
impact  model,  was  developed  as  part  <rfsthis  effort* 

The  Commission  believes  that  the  principles  in  developing  those  tech- 
niques can  be  laid  out  -and  applied  at  this  time  in  a  general  sense  and 
used  in  a  formula  for  determining  entitlements.  A  formula  tor  determin- 
ing that  amount  must  be  based  upon  three  definitions:  * 

e  What   is   the  cost  of  providing,  an  "adequate  levet  of  education*? 

•  What  is  the  "local  share"  of  that  cost? 

•  What   isythe  "appropriate  percentage"  of  the  ,local  share  of  that 
cost? 

In  defining  these  terms,  the  Commission  has  spught  a  means  5f  making 
judgments  which  are  as  nearly  consistent  with  the  Isasic  theory  of  the 
Impact  Aid  Program  as  is  possible.  That  theory  is  that  Pedejbal  payments 
are  for  the  purpose  of  enabling  the  States,  through  thj|r (local  educa- 
tional -agencies,  to' carry  out^their  historic  responsibilities  under  a 
federal  system,  notwithstanding  Federal  burdens  impcled  upon  those 
'agenci&e.  Within  that  theory  is  an  additional  principle  ttfat  the  amount 
of  those  payments  should*  take  into  consideration  the  need  f  to  provide 
federally-connected  children  an  adequate  level  of  education,  whenever 
they  attend  school. 


( 


> 


It  is  for  these  reasons  that  the  Commission  believes  that  the  law  should 
be  made  capable  of  handling  payments  to  the  great  majority  of  local 
educational  agencies  while,  «at  the'same  time,  those  with  unusual  or  dif- 
ficult circumstances  be  provided  wittf  adjustments  through  administrative 
procedure,  These  adjustments  would  increase  the  amount  of  expenditures 
necessary  to* provide  an  adequate*  level  of  education  for  special  catego- 
ries of  federally-connected  children,  such  as  Indian  children,  military 
dependents,  children  in  low-rent  public  housing,  children  dn  heavily 
impacted  local  educational  agencies,  and  in  cases  where  school  districts 
have  extensive  federally-connected  enrollment  or  substantial  amounts  of 
federally-owned  property,  •    ,  * 


The  CcmmissiJn  found  — 


( 1 )  that  the  amount  of  compensation  to  local  educational  agencies 
should  £e  based  upon  a  consideration  Of  — 

(a)  the  benefit  conferred,  and  burden  placed,  upon  local  education- 
al agencies  by  the  Fedesal  Government,  and 

,  -  * 

(b)  the  obligation  of  the  Federal  Government  to  provide  an  adequate 
level  of  education  for  federally-connected  children? 

2}  that  the  magnitude  of  the  burden  so  placet?  and  the  benefit  so 
conferred  should  be  determined  on  a  consideration  of  —  k 

~> 

(a)  loss  of  revenue  to  such  agencies  by  reason  of  the  existence  of 
Federal  property  within  their  school  districts, 

(b)  the  cost  of  providing  education  for  federally-connected  chil- 
dren at  a  level  adequate  to  meet  their  educational  needs&r  and 

(c)  *  the  economic  benefit  to  such  agencies  derived  from  Federal 
activities? 

(3)  that  the  most  nearly  equitable  method  for  computing  thte  amounts 
to  .which  local  educational  agencies  should  be  entitled  as  compensa- 
tion is  feasible  and  should  be  perfected; ■  though  time  and  budget 
constraints  have  not  permitted  the*  Commission  to  perfect  such  a 
method,  that  method  should  be  based  upon  a  consideration  of  — 

(a)  the  n^t  per-pupil  burden  placed  upon  such^agencies,  and 

(b)  the  per-pupil  obligation,  under  the  laws  of  the  States,  if  the 
Federal  Government  were  treated  as  a  priyate  owner  and  user  of  real 
property  in*the  States-; 
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(4)  that,  though  the  Commission-  is*  not  able  to  .perfect  the  most 
nearly  equitable  method  for  computing  entitlements,  a  simple^  yet 
mote  nearly  equitable  method  *than  that  which  is  used  under  current 
law  can  be  achieved,  to  wit;. 

(a)  a  fair  measure  for  determining  an  adequate  level  of  education 
for  federally-connected*  children  in  any  State  can  be  based  upon  a 
consideration  of  the  average  per-pupil  expenditure  in  that  State  or 
in  the  United  States,  whichever  is. greater, 

(b)  the  Federal  payment  should  be  based  upon  the  ,  amount  of  the 
local  share  of  the  cost  of  education  under  the  laws  of  the  States, 

(c)  local  expenditures  for  education v should  be  considered  as  thoke  / 
expenditures  by  local  educational  agejicies  for  the  maintenance  and 
operation   of   schools  which   are  derived  from  sources  other  than 
State  aid  payments  to  them  for  that  purpose,  and  % 

(d$  that  any  taxes  or  payments .in-lieu  of  taxes  'received  in  a  given 
yea^  in  connection  with  any  property  incited  in  the  definition  of 
Federal  propecty  should  be  taken  into  consideration  in. determining 
the  amount  of  the  Impact  Aid  payment  which  that  local  educational 
agency  receives  in  that  year;  — — 

(5)  that,  in  the  case  of  any  local  educational  agency  having  a  school 
district  in  whichr  the  existence  of  Federal  property  is  so  extensive 
as  to  make  a  payment  to  that  agency  based  on  the  . principles  stated 
in  findings  (3)  and  (4)  inadequate  to  compensate  equitably  that 
agency  for  the  burden  imposed  thereby,  the  amount^  of  'the  payment  to 
that  agency  should  be .  based  on  an  assessment  of  th?  actual  burden 
imposed  by  Federal  ownership  and  the  actual  expenditures  necessary  to 
provide  an  adequate  levet-of  education  5oc  the  children  in  attendance 
at  the  schools  of  such  agency; 

/ 

(6)  that,  in  the  case  of  any  local  educational  agency  in  which  the 
number  of  f ederaHy-connected  children  constitutes  such  a  high 
percentage  of  its'  average  daily  membership  chat  a  payrient  to  that 
agency,  bc|3ed  on  the  principles  stated  in  findings  (3)  and  (4)  ,  is 
inadequate,  to  provide  an  adequate  level  of  "education  for  the  children 
in  attendance  at  the  schopls  of  that  agency-/  the  amount  'of  the  pay- 
ment to  that  agency  should  be  based  on  £n  assessment  -of  the  actual 
expenditures  necessary  to  providS  an  adequate  level  of  education  fo^ 
such  children;  (an  "adequate  level  of  education"  should  be  defined  to 
mean  a  per-pupii  expenditure  wfiich  meets  or  exceeds  the  average  per- 
pupil  expenditure  of  either- the  State  in  which  the  local  educational 
agency   is   located   or    the  nation  as  ,a  whole;   a   local  educational. 
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agency  may  also  be  considered  to  be  uftable  to  provide  an  adequate 
level  of  education  if,  even-though  the  per-pupi>  expenditure  in  that 
local  educational  agency  exceeds  *he  State  -and  the  national  average 
.  perTpupil  expenditure,  a  higher  expenditure  is  required  because  of 
special  circumstanced? 

(7)  tKat,  if  there  is  a  ^determination  that  the  fiscal  benefit  con- 
f.  ferred  upon  a  local  educational  agency,  plus  the  amount  of  the 

payment  to  that  local  educational  agency,  based  upon  the  orinciDles 
stated  in  findings  (3)  an<$  (4) ,  exceeds  the  burden  placed  -on  that 
agency,  such  amount  should  be  adjusted  accordingly;  and 

(8)  that  there  should  be  procedures,  similar  to  thosje  in^current  law, 
for  initiating  proceedings,  making  determinations,  and  administrative 
and  .judicial  review  in  the  situations  described  in  findings  (5),  (6), 
and  (7) . 

On  the  basis  of  these  firidings,  thf  Commission  recommends  — 

(1)  THA*,^  PENDING  THE  DEVELOPMENT  \?  A  METHOD  OP  DETERMINING  A  MORE 
PRECISE  MEASURE  OP  THE  FEDERAL  BURDEN  PLACED  UPON  LOCAL  EDUCATIONAL 
•  AGENCIES,  THE  AMOUNT  OP  COMPENSATION  TO  WHICH  LOCAL  EDUCATIONAL 
AGENCIES  ARE  ENTITLED  BE  COMPUTED,  WITH  RESPECT  TO  CHILDREN  CONNECTED 
WITH  FEDERAL  PROPERTY,  AS  FOLLOWS: 

(a)  LOCAL  SQUCATIONAL  AGENCIES  WOULD  BE  COMPENSATED  ON  THE  BASIS  OP 
A  1  "FEDERAL  ^CONTRIBUTION  RATE*  {FCR)  ,  FOR  EACH  SUCH  CHILD  IN  ATTEND- 
ANCE AT  ITS  SCHOOLS. 

%         *  i  m 

4b)  EACH  LOCAL  EDUCATIONAL  AGENCY  WOULD  BE7 ENTITLED  TO  A  PAYMENT  FOR 
EACH  CHILD  RESIDING  ON  FEDERAL  PROPERTY  .EQUAL  TO  50  PERCENT  OF  THE 
FCR* 

•      f  ^ 
(C)  EACH  LOCAL  EDUCATIONAL  AGE^Y  WOULD  BE  ENTITLED  TO  A  PAYMENT  FOR 

EACH  -CHILD  RESIDING  WITH  A"*£r£ot  EMPLOYED  ON  FEDERAL  PROPERTY  EQUAL 

«     TO  50  PERCENT  OP  THE  FCR* 

(d)  THE  FCR  FOR  ANY  LOCAL  EDUCATIONAL  AGENCY  WOULD  5E  EQUAL  TO  THE 
LOCAL   SHARE    PER   CHILD*  OF   THE  COST   OF   EDUCATION   FOR  THAT  AGENCY. 

*       »  * 

(e)  THE  LOCAL  SHARE  OF  THE  "COST  OF  EDUCATION  FOR  ANY  LOCAL  EDUCA- 
TIONAL AGENCY  WOULD  BE  EQUAL  TO  THE  ^DIFFERENCE  BETWEEN  *(  1 J  THE 
AMOUNT  DETERMINED  TO  BE  NECESSARY  TO  PROVIDE  AN  ADEQUATE  LEVEL  OF 
EDUCATION  PER  CHILD  IN  THE  SCHOOLS  OF  THAT  AGENCY  AND   (2)'  THE 

,      CONTRIBUTION  PER  CHILD  BY  THE  STATE  ifc  WHICH  THAT  AGENCY  IS  LOCATED 
FOR  THE  MAINTENANCE  AND  OPERATIC^  OF  ITS  SCHOOLS. 


J 
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(f)  THE  FCR  FOR  ANY  LOCAL  EDUCATIONAL  AGENCY  WOULD  NOT  BE  LESS  THAN 
50-  PERCENT  OF  THE  AVERAGE  PER-PUPIL  EXPENDITURE  IN  THE  STATE  IN 
WHICH  XT  IS*  LOCATED* 

(?)   THE  AMOUNT  NECESSARY  TO  PROVIDE  "AN  ADEQUATE  LEVEL] -Q£*  EDUCATION 
PER  CHILD  IN  THE  SCHOOLS  OF,  A  LOCAL  EDUCATIONAL  AGENCY  WOULD  BE  THE  % 
GljlEATER  *OF  THE  STATE  _  AVERAGE  PER-PUPIL  EXPENDITURE  OR  THE  NATIONAL  V 
AVERAGE  PER-PUPIL  EXPENDITURE*  -  *  > 

\  - 

(2)  THAT,  IN  GASES  WHERE  THE  CHILDREN  RES  TIDING  ON,  OR  WHERE  THE 
CHILDREN  OF  PARENTS  EMPLOYED  ON,  FEDERAL  PROPERTY ^HAYE  EDUCATIONAL 
NEEDS  WHICH  ARE  S0  SUBSTANTIALLY  DIFFERENT  FROM  THE  GENERAL  EDUCATION?  1 
AL  NEEDS  OF  CHILDREN  IN  THE  STATE  OR  IN  THE  NATION  AS  TO  REQUIRE  AN  ' 
EXPENDITURE  OF  GREATER  THAN  THE  AVERAGE  PER-PUPIL  EXPENDITURE  IN  ORDER 
TO  MEET  THOSE  NEEEDS  ,  PROVISION  B_E_  MADE  FOR  ADJUSTING  THE  AMOUNT 
NECESSARY  THEREFOR  ACCORDINGLY;  ' 


(3)  THAT 


(a)*  IN  A  CASP  WHERE  THE  EXTENT  OF  FEDERAL  PROPERTY  IS  SO  GREAT  AS 
TO  IMPAIR  THE  ABILITY  OF  A  LOCAL  EDUCATIONAL  AGENCY  TO  PROVIDE  AN 
ADEQUATE  ^LEVEL  OF  EDUCATION  FOR  THE  CHILDREN  IN  ATTENDANCE  Aj^tTS 
SCHOOLS  UNDER  THE  LAWS  OF  THE/STATE,  THE  AMOUNT  OF  THE  .ENTITXS|pNT 
OF  THAT  AGENCY  BE  DETERMINED  *  IN  ACCORDANCE  WITH  CRITERIA  DESIGNED 
TO  INSURE  THAT  SUFFICIENT  FUNDS  ARE  A^&ILABLE  -TO  ENABLE  SUCH 
AGENCY  TO  PROVIDE  SUCH  A  LEVEL  OF  EDUCATION  FOR  THOSE  CHILDREN? 
AND 


(b)  .IF  THE  AREA  OF  FEDERAL  -PROPERTY  IN  THE  SCHOOL  DISTRICT  OF  A 
LOCAL  EDUCATIONAL  AGENCY  CONSTITUTES  AT  LEAST  TEN  PERCENT  Op  THE 
TOTAL  AREA  OF  SUCH.  DISTRICT,  AND  IF  THAT  PJROPfiRTY  HAS  BEEN  SUBJECT 
TO '  STATE  AND  LOCAL  TAXATION  AND  HAS  BEEN  EXEMPTED  FRQ^  STATE  OR 
tOCAL  TAXATION  BY^FEDERAL'  ACQUISITION  OR  OPERATION  OF  FEDERAL  LAW, 
A  REBUTTABLE  PRESUMPTION  SHALL  LIE  IN  FAVOR  OF  A  DETERMINATION 
THAT  THE  ABILITY  OF  THAT  AG&NCY  TO  PROVIDE  AN  ADEQUATE  LEVEL  0? 


EDUCATION  IS  IMPAIRED? 


(4)  THAT 


'(a)  IN  A  CASE^WfflfRE  THE  NUMBER  OF  FEDERALLY-CONNECTED  CHILDREN  IN 
ATTENDANCE  AT  tHE  SCHOOL  OF  A  LOCAL  EDUCATIONAL  AGENgY  CONSTITUTES 
SUCH  A  HIGH"  PERCENTAGE  OF  THE  TOTAL  NUMBER  OF  CHILDREN  IN  ATTEND- 
ANCE AT  ITS  SCHOOLS  THAT  THE  AMOUNT  TO  WHICH  THAT  AGENCY  WOULD  BE 
ENTITLE^  WDER  RECOMMENDATION  (1)  WOULD  BE  INSUFFICIENT  TO  PROVIDE 
AN  ADEQUATE  LEVEL  OF  EDUCATION  FOR  THOSE  CHILDREN,  THE  AMOUNT  OF 
THE  ENTITLEMENT  FOR  THAT  AGENCY  BE  DETERMINED  IN  ACCORDANCE*  .WITH 
CRITERIA  DESIGNED  TO  INSURE  THAT  SUFFICIENT  FUNDS  ARE  AVAILABLE  TO 
ENABLE  SUCH  AGENCY  TO  PROVIDE  SUCH  A  LEVEL  OF  EDUCATION  FOr'tHOSE 
CHILDREN? 'AND 


\ 
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(b)  C15L.THE   NUMBER  OP  CHILDREN"  WHO  RESIDE  ON,   AND  RESIDE  WITH*  A 
PARENT  EMPLOYED . ON,  FEDERAL  PROPERTY   ("-A"  CHILDREN)    IN  ATTENDANCE 
-*  AX  THE  SCHOOLS  6g  A  LOCAL  EDUCATIONAL  AGENCY  CONSTITUTES  AT  LEAST 

20  PERCENT  OP  THE  TOTAL  ^NUMBER,  OF^HILDREN  IN'  SUCH  SCHOOLS,  OR  IF 
THE  NUMBER  OF  FEDERALLY-CONNECTED  CHILDREN  IN  SUCH  SCHOOLS  CON-  " 
1  ,  STITUTES  AT  LEAST  25  PERCENT  OF'  S*Q£H.  TOTAL  NUMBER  (COUNTING  "B* 
CHILDJREN  AS  ONE-HALF)  , » TEAT  AGENCY-SHALL  BE  DEQ1ED  TO,  HAVE  SUCH  A 
HIGH  PERCENTAGE  OF  FEDERALLY-CONNECTED  CHILDREN  THAT  IT§  ENTITLE- 
MENT IS 'INSUFFICIENT; 

(5)  THAT  THERE  BE  PROCEDURES  FOR  MAKING  -DETERMINATIONS  CONCERNING  THE 
AMOUNTS*  AVAILABLE  TO  LOCAL  EDUCATIONAL  AGENCIES  RELATING  TO  THE 
ADEQUACY  ^OF  THE  LEVEL  OF  EDIJCATION  AND  THEIR  ENTITLEMENTS  BE  ESTAB- 
LISHED SO  AS  TO  INSURE  PROPER  ADMINISTRATIVE  AND  JUDICIAL  REVIEW 
THEREOF?  AND  I  - 

(6)  THAT  THE  ENTITLEMENT  OF  EACH  LOCAL  EDUCATIONAL  AGENCY  BE  REDUCED 
BY  AN  AMOUNT  EQUAL  TO  THE  AMOUN^  THAT  IT.  REVIVES  IN  PAYMENTS  FROM 
TAXABLE  LEASEHOLD  "INTERESTS  IN  FEDERAL  PROPERTY  AND  FROM  PAYMENTS 
^N-LIEU  OF  TAXES  FROM  THE  FEDERAL  GOVERNMENT,'  ' 

t 

These  recommendations  merit  special  comment  in  order  to  make  cleax  some 
of  their  implications.  -  - 

The   formula  set  out  under   recommendation   (1)    is,   in  principle,  based 
upon  the  same  theory  as  that  underlying  current  law..    It  is,  however, 
'simpler  than  current  law?  it  is  clearer  and  it  states  explicitly  what 
is  implicit"  in  current  law.  s  ^  *  « 

The  term  "Federal  Contribution  Rate"  (FCR)  is  used  because  "Xocal 
Contribution  Rate"  is  obsolete  and  misleading  in  practice.  It  is  the 
Federal  contribution  which  is  being  determined  for  the  purpose  of 
compensating  local  educational  agencies,  for  a  Federal  burden  and  a 
*  Federal  obligation.  This  approach  is  consistent  with  the  service  burden 
method  of  computing  the  amount  of  compensation. 

Recommendations   {1)(b)   and   (1)  (c)  would^  requite  a  computation  of  enti- 
tlements based  on  the  place  of  residence  of  federally-connected  children 
r  apart  ^rom  that  based  upon  ^the  place  of  employment  of  their-  parents; 

•  Children  living  in  low-rent  public  housing  would  be  counted  in  the  same 

manner  as  t£6se  residing  on  military  installations — indistinguishably. 
At  the  same  time  children  of  military  personnel  .would  be  counted  in  the. 
same  way  as  those  of  civilian  personnel.  - —  .  0 

This  approach  would  no  longer  allow  a  distinction  between  so-called'  HA" 
children  and  "BJ  children — a  distinction  the  Commission  has  found  to  W 
artificial  and  to  have  no  basics  in  fact  or  logic^when  computing  the 
burden.  .  — *-  1  •  * 


ERJC 
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Recommendation^  0)  (d)  and  (1)  (e)  reverse  the  present  procedure  for  de- 
termining "local  share-  of  the  cost  of  education#N  The  present  procedure 
was  'established  in  the  pr igihal  law  at  a  time  when  local  share  £as 
determined  at , the  local  level  and  non-local  Sources  of  revenue  formed  no 
p*t.tern  upon  which  policy  could  be  based.  Cut  tent  dondi  t  ions  are 
different  in  that  local  share*  is  now,  by  and  large,  determined  by  the 
States  either  by  law  or*  by  State  contributions,  of  both.  The  States  by 
their  actions  determine  local  share,  in  that  the  non-State  share^is  the 
].ocal  share*  It  is  upon  this  determination  that  the  Federal  contribu- 
lon  should  be  based,  •  •  ?* 


^  Lstrat^vely,  the  recommended  approach'  is,  easier  than  th€  current 
method.  T&e  current  method  requires  that  each  local  educational  agency 
determine  which  6f  its,  revenues  come  from  local  sources.  State  laws 
regulating  local  taxation  and  tax-tol lection  procedures  tend  .to  blur  *the 
distinctions  necessary*  to  make  nationwide  rules  consistent.  It  is 
easier  to* determine  the  amount  of  State  aid.'  x 

The  .State*  contribution  approach  is  consistent  with  the  policy  of  the 
Commission  in  favor  of  operating  the*  program  to  the  extent  practicable 
under  the  education  laws  of  the  States. 

Recommendations  (1) (f)  and  (1)  (g)  are  corollaries  with  the  minimum  local 
contribution  rate  provisions  in  current  law — one-half  the  State  average 
per-pupil  expenditure  and  one-half  the  national  average  per-pupil 
expenditure.  ,  *  *  '  * 

The  recommendation  in  favor  of  a  minimum  Federal  contribution  rate  equal 
fco  50  percent  of  the  State  average  per-pupil  expenditure  is  'necessary 
because  having  no  such* minimum  would  have  the  effect  of  penalizing  local  * 
educational  agencies  in  States  with  high  State  contributions— contrary 
to  the  policy  of  Federal ^neutrality  with  respect  to  Stat^  laws  and  the 
relations    between    the    States    and    thfeir    local   educational  agencies. 

Th*e  recommendation  that  the  amount  necessary  %o  provide  an  "adequate 
level  of  education*  for  federally-connected  children  be^  based,  upon  the 
greater  of  the  State  average  per-pgpil  expenditure  or  national  average 
p^r-pupil  expenditure  is  based  upon  two  policies:  (1)  that  the  Federal 
Government  operate,  to  the  extent  practicable,  under  State  laws  (State 
average  pec-pupil  expenditure) ; #and  (2)  that,  should  the  effect  of  that 
policy  come  intto  conflict  with  the  Federal  obligation  with  respect  to 
'the  education  of  federally-connected  children,  it  use  the  collective 
decisions  of  all  the  States   (national  average  per-pupil  expenditure) . 

Recommendation  (2>  is  based  upon  the  provisions  in  current  law  which 
create  entitlements  using  local  contribution  rates  at  higher  .than  100 
percent:  those  for  handicapped  military  dependents;  and  those' for .chil- 
dren residing  on  Indian  lands.     The  policy  underlying  those  provisions 
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recognizes  differences   in  educational  needs  and  the  costs  of  meeting 
those  needs.  <  , 

,vThe  Commission  believed  that  the  specification  of 'percentages  in  the  law, 
is  unduly  rigid  and  that  there  may  be  categories  of  federafrlyrconnected  ' 
children  having  special  educational  needs  which  should  be  recognized, 
such  as  all  military  dependeots  and  children  residing  in  low-rent,  public 
housing.  For  this  reason  the  Commission  is  recommending  that  a  proce- 
dure be  adopted  for  adjusting  the  amoupt  necessary  for  an  adequate  W»l 
of  education..  -7  ''  , 

Recommendations    (3)   and   (4)    are  . exceptions   to  the  formula  set  out  in 
Recommendation  (1). 


<  VlII.    HOW   SHOULD  FUNDS   BE  ALLOCATED  AMONG   LOCAL  .EDUCATIONAL  AGENCIES 
WHEN  APPROPRIATIONS  ARE  INSUFFICIENT  TO  SATISFY  ALL  ENTITLEMENTS? 

Prior   to  fiscal  year    1969,   the   appropriations   for  making   payment  to 
local  educational  agencies  under  Public  Law  874  were,  with  the  excep- 
»        tions  of  fi8Cal  Years   1965  and   1967,   sufficient  to  satisfy  fully  the 
entitlements  'created  under  th*  law.     However,  since  fiscal  year  1969, 
-appropriations  have  been  consistently  insufficient  to  satisfy  entitle- 
vments,   and  the  Congress  began  -  to  make  special  provision  for  heavily 
..    impacted   school   districts,    resulting  'in   the    "three   tier"    system  of 
payments  m  1974.    Subsequent  appropriations"  acts  have  modified  further 
this  "ratable  reduction"  section_of  the  law  so  thjit  it  no  longer  con- 
«    trols  the  priorities  in  making  impact  Aid  payments—causing  'confusion, 
extremely  difficult  .administrative  problems,  and  delays  in  making 
payments. 

t 

<  Appropriations  ought  to  be  sufficient  to  satisfy^all  entitlements;  and 
it  is  only  reluctantly  that  the  Commission  would  consider  recommenda- 
..  tions^which  would  have  the  effect  of  giving  entitlements  of  some  local 
educational  agencies  higher  priority  than  those  of  others.  The  mandate 
of  the  Commission,  being  as  it  is,  does  require  'that  it  do  so?  and 
therefore,  the  Commission  has  sought  some  rational  principle  upon  which 
3,uch  a  recommendation  could  be  based.  ' 

The  commission  wishes  to  make  clear  that;,  inyits  assessment  of  the 
equity  in  the  structure  of  the  Impact  Aid  Program",  every  effort  has  been 
made  to  make  an  objective  determination  of  the  Federal  burdens'  on  local" 
educational  agencies,  based  upon  legal' and  economic  principles,  arid  that 
the  obligations  which  arise  from  those  burdens  are  real  and  substantial. 
Amotjg  local  educational  agencies  the  degree  and  type  of  burden  varies 
considerably,  •  but  the  burden  is  no  less  real  for  a  lightly  "impacted" 
school  district  than  it  is  for  a  heavily  -impacted"  school  district* 
they  differ  only  in  'the  degree  to  which  failure -to  compensate  for  the 
burdens  impairs  the  ability  of  local  educational  agencies  to  operate. 
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'  Considering  the  legal  and  educational  polices  upon  which , the  preceding 
recommendations  are  based, -^the  re  are  two  which  appear  to  be  appropriate 

for  forming  the  basis  for  a  recommendation  on  priorities:, 

<>.    "  *  *  *  > 

(1)  the  policy  that  Impact  Aid  is  necessary  under  the  federal  system 
of* government  to  preserv4  local  educational  agencies  with  such  heavily 
impacted  school  districts  that  their "  ability  to  "operate  would  be 
threatened  without  Impact  Aid  payments?  and  ? 

(2)  the  policy  that  the  Federal  Government  hasf  an  ooligation  for  the 
education  of  federally-connected  children.  / 

The'  Commission  'believes  that  these  principles  provide  sufficient  guid- 
ance for  determining  at  least  which  local  educational  agencies  must  be 
guaranteed  payment  of  their  full*  entitlement:  thdse  which,  if  they  do 
not  receive  the  full  entitlement/  can  not  provide  an  adequate  level  of 
education  'for  federally-connected  children. 

In  the  case  of  local  educational  ^agencies  with  heavily  impacted  school 
districts,  the  potentially  destructive  force  of  the  power  of  the  Federal 
Government  is  a  reality.  Evidence  before  the  Commission  indicates  that, 
jinless  full  entitlements  are  paid,  there  are  more  than  300  local  educa- 
tional agencies  that  would  be  forced  to  close  schools  or  that  would  have 
their  operations  so  severely  disrupted  as  to  affect  adversely  the 
education  of  children  for  whom  the  Federal  Government  has  an  obligation. 
-This  would  be  a  failure  of  obligation,  not  only  to  the  locals educational 
agency  under  the  federal  system,  but  to  the  children.  For  these  chil- 
dren there  should  be  an  enforceable  guarantee  of  full  payment, 
t 

Beyond  the  priority  given  heavily  impacted  districts  and  the  low  priori- 
ty given  £o  .  extremely  lightly  impacted^  d istr  icts ,  the  Commission  can 
find  no  principle  which  can  be  applied  rationally  to  divide  the  entitle- 
ment of  one  local  educational  agency  from  that  of  another?  and,  if  they 
mus*  suffer  reductions,  then  equity  require^  that  they  all  receive 
similar  treatment—pro  rata  reductions. 

The  Commission  delayed  consideration  of  findings  on  t  priorities,  and 
thereafter  adopted  recommendations/  without  findings. 

The  Commission  recommends  -- 


(1)    THAT    ALL    ENTITLEMENTS    UNDER  THE    IMPACT   AID   PROGRAM    BE  FUNDED, 


FULLY ^  AND  ^ 


(2)  ^HAT' 


(a)  SHOULD  CIRCUMSTANCES  PROHIBIT  FULL  FUNDING  OF  ALL  ENTITLEMENTS 
FOR  ANY  FISCAL  YEAR/  THEN  T&OSE  LOCAL  EDUCATIONAL  AGENCIES  WITH 
HEAVILY  IMPACTED   SCHOOL  DISTRICTS  VBE  GUARANTEED   PAYMENT  OF  FULL 

r 
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ENTITLEMENTS  POIJ  *  tHAT  YEAR/  AND  THE"  REMAINDER  OP  THE  LOCAL  EDUCA- 
TIONAL AGENCIES  BE  PAID  A  PORTION  OP  T.HEIR  ENTITLEMENTS  ON  A  PRO< 
RATA  BASIS',  AND,  '  >,  *  

(bl  FOfT  THE  PURPOSES  , OP  THIS  SECTION,  THE*  TERM  'HEAVILY  IMPACTED 
.  SCHOOL  DISTRICTS"  BE  DEFINED  AS  *THOSE  LOCALeDUC  AT  I ONAL  AGENCIES 
WHICH  HAVE  BEEN  DETERMINED  EITHER  (1)  fCf  HAVE  SCHOOL  DISTRICTS  -IN 
WHICH  THE  EXTENT' OP  FEDERAL  PROPERTY  IS  SO  SUBSTANTIAL.  AS  TO 
MP&IR  THE  "ABILITY  OP  THOSE  AGENCIES  TO  PR<3?IDE  A#  ADEQUATE  LEVEL, 
OP  muCATIQN  FOR  THE  CHILDREN  IN  ATTENDANCE  AT  THEIR  SCHOOLS ,  OR 

(2)  TO  HAVE  IN  ATTENDANCE  AT  THEIR  SCHOOLS  A  PERCENTAGE  OP 
FEDERALLY-CONNECTED.  CHILDREN  WHICH  15  SO  HIGH  THAT  ^FAILURE  TO  PAY* 
*  THE  FULL  ^ENTITLEMENT  WOULD  RESULT  IN  THE  CLOSURE  OF  THEIR  SCHOOLS 
OR  SUBSTANTIAL  REDUCTIONS  IN  THE  LEVEL  OF  EDUCATION  OFFERED  TO  THE 
CHILDREN  IN  ATTENDANCE  AT  JHEIR  SCHOOLS.  (FOR  THE  PURPOSES  OF 
THIS  RECOMMENDATION,  HEAVILY  IMPACTED  SCHOOL  DISTRICTS  ARE  THOSE 
PITTING  WITHIN  -fSE  DETEPMINATION*MADE  UNDER  RECOMMENDATIONS  3  AND 
4  OF  SECTION  VII)  . 


IX.   SHOULD  *HE  STATES  TAKE  IMPACT  AID  "ftErfffiNTS   INTO  CONSIDERATION^  IN 
THEIR  STATE  AID  PROGRAMS? 

Under  current  law,  no  Impact  Aid  payments  can  be  made  to  a  local*  educa- 
tional agency  in  a  State  which  takes  Impact  Aid  into  consideration  when , 
determining  the  amount  of  State  aid,  to  which  that  agency  is  entitled;. 
There  is  an  exception  to  this  , general  rule:  if  a  State  aid  plan  lk 
designed  to  "equalize  expenditures, "  then  a  local  educational  agency  may4 
receive  Impact  Aid  even  though  the  State  'considers  those  payments  local 
sources. 


Thf  policy  of  Impact  Aid  toward  equalization  is4  a  matte^  of  concern  to 
States  attempting  t  to  equalize  expenditures  among  districts.  Those 
States  contend  that  Impact  Aid  payments  can  contribute  to  per-pupil 
'expenditure  disparities.*  If  Impact  Aid  payments  cannot  be  considered  as 
part  of  the  resources  available  to  a  district,  those  States  a^gue,  then 
equalization  efforts  will  be  defeated.  — * 

The  controversy  respecting  State  treatment  of  impact  Aid  payments  stems 
from  the  States1  view  of  their  State  aid  programs  and  their  view  of 
what  Impact  Aid  is.  The  States  contended  that  if  Impact  Aid  payments 
were  not  taken  into  consideration  in  their*  State,  aid  programs^  those 
payments,  when  made  in  addition  to  the  equalization  provisions  of  State 
law,  had  a  disequalizing  effect  and  defeated  the  purpose  of  their  plans. 
It  was-  for  this  reason  that  the  equalization  excep'tigfl  was  made  in  the 
statutory  prohibition  against  taking  Impact  Aid  paymerfls  into  Considera- 
tion in  State  Aid.  p  y 


* 


It  'is  the  view  of  this  CommissioA  that  the  Education  Department  has 
befen  unduly  lax  in  enforcing  the  prq^ibition.  The  25  -percent  disparity 
permitted  under  the  expenditure  equalization  regulation,  on  its  face,  is 
not  equalized  expenditures  (especially  when  th«r  highest  and  iowest 
expenditures ^ar^  not  included  within  the  disparity  limits).  The  "power 
equalization"  regulation  does  not  even  address  the  issue  of  equalized 
expenditures  and  appears  to  have  no  basis  in  law.         -  ^ 

The  State v  treatment  issue  is  entirely  irrelevant  when  viewed  pn  t  jthe 
basis  of  the  theory  and  purpose  of  the  Impact  AiiLjProgram.  The  Impact 
Aid  Program  is  designed  to  pay  a  portion  of  the  local  share  of  the  cost 
of  education,  as  determined  under  State  law.  Onder  this  theory^  the 
States,  s'hould,  under  their  own  School  financing  laws,  determine  th£* 
State,  contribution  to  local  educational  agencies,f  thereby  also  determin- 
ing the  local  share  of  the  cost  of  education.  It  is  to  this^Tocal  'shar'e 
that  Impact  Aid  attaches.  *i-  * 

The  Commission  recommends  that  ti^e  prohibition  in  current  law  against 
the  States*  taking  Impact  Aid  payments  into  consideration  in  their  State 
aid  programs  ought*  to  be  cpntinued  with  modifications  designed"  to 
prevent  State  actions  having  the\same  effect  ^as  taking  those  payments 
into  consideration.    Those  modifications  would  prohibit  — 

  -    .         .        S  ' 

a  State  fro©  requiring  local  educational  agencies  to  spend  Impact 
Aid  funds  foe  any  purpose  whiph  the  State  would  otherwise  fund;  and 

o  ■  «  - 

(2)    general  purpose  units  of  government   from  diverting   Impact  Aid 
^funds  from  local  educational  agencies. 

With  regard  for  the  exception  to&he  prohibition  in  the  case  of  a 
State's  having  an  equalization  plan,  thS  Commission  is  recommending 
specific  guidelines  for  determining  when  a  State  is  equalized  and  the 
degree,  to  which  Impact  Aid  funds  may  be  taken  into  consideration  in 
equalized  States. 

)  -% 

These  guidelines  are  intended  neither  to  enedbrage  nor  to  discour- 
age State  equalization  efforts.  * TheV  are  'designed  to  be  neutral  if  the 
States  develop  and  use  true  equalization, plans  and  to  avoid  windfalls  if 
windfalls  result  in  a  d i sequel izing  effect  in  truly,  equalized  States. 

ThesConnnission  found  —  J 

(1)  that  the  prohibition  against  payments  to  local  educational  agen- 
cies in  States  without  plans  to  equalize  expenditures  but  which,  take, 
Impact  Aid  payments  into  account  as  ^LocaJ^  resources  sltotfld  be 
continued;  /       S  *  / 


4 


A    4  Q  o 


(2)  ^that   the   current   regulations   defining    "Equalize  expenditures" 
allow  top  much  disparity  among  local  educational  "agencies  with  the 
result  tfiat  States.^may  t'ake  Impact  Aid  into  corisidera^n*»even  though' 
they  are».not  ttuly  equalized,  defeating  the  underlying  policy  for  ,tbe 
exception;  *  .      '        j  * 

(3)  rthdt  the  cut rent  regulations  permitting  Sfrktes  to  take*  Impact  Aid  • 
into  consideration  with  power  equalization  arlb  probably,  inconsistent 
with  *he   statute   in   ttoat^  power  fcequal^ation#  deals  w^ith   tax   rates >  1 
rather  than  with  expenditures,  as  the  lavra'equlres; 

f  .  ' 

(4)  that  the  Impact  Aid  law  ought  not  be  uSed  as  a  matter  of  Federal 
policy  to  effect  State  policy  in"  favor  of  or /opposed  to  equalization; 
and         v  ^  -    *.  \ 

.  .  *  ■ 

~  (5)  that  jphy- Impact  Aid  payments  are  ^a  Federal  obligation  aft  the  local 
'level  ^d^r  the  laws  of  the  States  whether  ^r  not  the  States  have 
equalization  plans.  *  '  • 

ft    '  i  '  . 

On  the  bl^pis  of  these^  findings,  the  Commission  recommends  — 

THAT    THE    RRC&IBITION    AC&INST    TAKING    IMP  AC*    AID    PAYMENTS  INTO 
CONSIDERATION  IN  STATE  AID  TO  LOCAL  EDUCATI0NA2  AGENCIES  BE  CONTINUED; 
THAT   TOE   STATES   M^Y  NOT   REQUIRE*  NOR  MAY  A  LOCAL  EDUCATIONAL  AdfiNO^ 
'    AGREE  $HAT  LOCAL  EDOCftTlONAL  AGENCIES  SPEND  IMPACT  AID  FUNDS  FOR  ANY 
.  STATE  PURPOSE  *OR  CONSIDER_SUCH  AN  AMOUNT  OF  LOCAL  FUNDS  FOR  A  STATE 
>  PUJRPOSS  BASED  UPON  THE  ffllOUNT  OF  AN  IMPACT  AID  PAYMENT  TO  LOCAL 
EDUCATIONAL   AGENCIES;    AND  THAT  'GENERAL    PURPOSE   UNITS   OF   GOVERNMENT  ' 
.  SHOULD   ALSO    BE    PREVENTED    FROM    DIVERTING    IMPACT   AID    PAYMENTS  FROM 
DEPENDENT  SCHOOL  DISTRICTS;,  ; 

(2)  THAT,  NOTWITHSTA1TOING  THE  PROHIBITION  IN  RECOMMENDATION  (1)  , 
STATES  WHICH  HAV%  IN  EFF&fa  PLANS  OF  STATE  AID  TO  '  LOCAL  EDUCATIONAL 
AGENCIES  WHICH  ARE  DESIGNED  TO  EQUALIZE,.  AND  HAVE  THE  EFFECT  'OF  \ 
EQUALIZING!}  % AVERAGE  PER-PUPIL  EXPENDITURES  AMONG  SUCH  AGENCIES,  ARE  TO 
BE^  PERMITTED  TO  jTAKE  IMPACT  AID  PAYMENTS  INTO  CONSIDERATION  IN  DETERr 
MINING  THE  AMOUNT  OF  STATE  AID  TO  AN  AGENCY  RECEIVING  SUCH  PAYMENTS 
IP  —  .  ^ 

*  r. 

„    (a)    THE   DISPARITY    IN   AVERAGE   PER-PUPIL  EXPENDITURES,  BY  THE 
EDUCATIONAL  AGENCY  HAVING  THE  HIGHEST  AVERAGE  PER- PUPIL  EXTENDI'] 
IN  THE  STATE  DOES  NOT  EXCEED  110  PERCENT  OE  THAT  HAVING  THe\iOWEST 
AVERAGE  PER-POPIL  EXPENDITURE  IN  THE  STATE; 
'  *  t 

(b)    THE  AVERAGE  PER-PUPIL  EXPENDITURE  IN  THE  STATE,  AT  LEAST  EQUALS 
THE  AVERAGE  PER-PUPIL  EXPENDITURE  IN  THE  NATION; 
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(c)  THE  EFFECT  OF  TAKING  -IMPACT  AID  PAYMENTS  INTO  CONSIDERATION 
WOULD  NOT  BE  TO '.REDUCE  THE  AVERAGE  PER-PUPIL  EXPENDITURE  BY  ^  THE 
LOCAL  EDUCATIONAL  AGENCY.  TQ  A*?  LEVEL  LOWER  THAN  THE  STATE  AVERAGE 
P^WPUPIL  'EXPENDITURE,  AND  S 


(d)  THE  AMOUNT  -OF  .SUCH  PAYMENT  TAKEN  INTO  CONSIDERATION 
EXCEED  SO  PERCENT  THEREOF;  ' 


ft  -  NOT 


*(3)  THAT  IN  DETERMINING  THE  LOCAL  EDUCATIONAL  AGENCY  HAVING  THE 
HIGHEST  AVERAGE  PER-PUPIL  EXPENDITURE  IN  A  STATE,  ANY  LOCAL  EDUCATION- 
AL AGENCY,  WHICH  (BECAUSE  OF  UNUSUAL  CIRCUMSTANCES)  HAS  AN  UNUSUALLY 
HIGH  AVERAGE  PER-PUPIL  EXPENDITURE,  MAY  BE  EXCLUDED,  EXCEPT  THAT  JTHE 
NUMBER  OF  LOCAL  EDUCATIONAL  AGENCIES  SO  EXCLUDED  IN  ANY  STATE  'MAY  NOT 
HAVE,  Ifl  *THE  AGGREGATE,  AN  AVERAGE  DAILY  MEMBERSHIP  EXCEEDING  TWO 
PERCENT  OF  THE  AVERAGE  DAILY  MEMBERSHIP  OF  ALJ7*THE  LOCAL  EDUCATIONAL 
AGENCIES1 IN  THE  STATE;  AND  <  \  s 

(4)  THAT  THE  PAYMENT  TQ<ANY  LOCAL  EDUCATIONAL  AGENCY '  HAVING  A  HEAVILY 
IMPACTED  SCHOOL  DISTRICT  SHALL  NOT  BE  TAKEN  INTO  CONSIDERATION* 


.In  4 
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"  CHAPTER  V  —  LEGISLATIVE  RECOMMENDATION 

The  Commission  on  the  Review  of  the  Federal  impact  Aid  Progtam  hereby 
recommends  that  the  bili  entitled  •A  BILL  TO  PROVIDE  FOR  COMPENSATION 
P£k  LOCAL  EDUCATIONAL  AGENCIES-  FOR  FINANCIAL  BURDENS  'PLACED  UPON  THEM  BY 
THE  FEDERAL  GOVERNMENT"  (w/th  the  short  title.  "Impact  Aid  Act"),  which 
bill  is  comi>osed  of  the  legislative  language  in  this  chapter  (those 
parts  printed  in  italics),  be  considered  by  the  Congress  and  enacted 
into  law  as  reflecting  the  recommendations  -of  the  Commission  set  forth 
in  Chapter  IV  of/this  report,  *  ^ 

The*  "Impact  Aidf  Act"  would  authorize  payments  by  the.  Federal  Government 
to  ldfcal  educational  agencies  to  compensate  them  for  the  financial  bur- 
den placed  upon  th&n  hy  Federal  activities.  The  bill  is  the  legislative 
^recommendation  of  the  Commission  on  the  Review  of  the  Federal  Impact  Aid 
Program  an<|<  is  based  upon  the  findings  and  recommendations  of  the 
Commission, 

The  first  recommendation  of  the  Commission  is  that  the  Impact  Aid 
Program  be  continued;  therefore,  the  substantive  provisions  in  sections 
2,  3,  an&  5  forfb  the  basis  of  this  legislative  recommendation  and  are 
modified  to  the  Extent  necessary  to  accommodate  the  policies  of  the 
findings  and  recommendations  of  the  Commission, 

Jihe  findings  and  recommendations  of  the  Commission  are  organized  around 
nine  q^eition^  as  follows;  % 

1)  Should  the  Impact  Aid  Program  be* continued? 

2)  Should  there  be  basic  <?hanj££  in  the  Impact  Aid  Program? 

3)  How  should  the  term  "Federal  property"  be  defined? 

4)  What  is  the  obligation  of  *  the  Federal  Government  with  respect  to 
the  education  of  children  connected  with  Federal  property? 

5)  Should  local  educational  agencies  educating  children  in  attendance 
at  public  schools  by  reason  of  Federal  law  or  activities  be  compen- 
sated therefor?  > 

6)  Which  local  educational  agencies  should  be  eligible  for  Impact  Aid 
payments?  ,  , 

<1)  What  should  be  the  amount,  of,  compensation? 

8)  How  should  funds  be  allocated  among  local  educational  agencies  when 
appropriation's  are  insufficient  t^ ,  satisfy  all  entitlements? 

9)  Should  the  States  take  Impact  Aid  payments  into  consideration  in" 
their  Stat^i aid  programs?  v 

The  findings  and  recommendations  are  set  out  in  Chapter  IV  of  the 
Commission's  report  and  are  numerical  and  alphabetical  designations  on 
the  basis  of  these  questions*  Hereinafter,  references  to  them  use  that 
system  of  designation.  * 
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SECTION  1.  —  SHORT  TITLE 

-  The  text  of  the  first  section  of  the  bill  reads  4as  follows: 

fe  it  enacted  by  the  Senate  and  the  House  of  Representatives  of  the 

United  States  of  America  in  cbngr&ss- assembled,    That   this  Act  may'  be 
.  ,  ,  v  ' 

** 

cited  as  the  ^Impact  A%d  Act* 99  ' 

This  section  contain^  the  enacting  clause  required  by  section  101  of 
title  1,  United  ^States  Code,  and  a  short  1  title — the  "Impact  Aid.  Act ." 

Existing^law  contains-  no.  short  title  for  title  I  of  Public  Law  874, 
Eighty-first  Congress^,  (hereinafter  referred  to  as  "Public  Law  874") . 
Subsequent  to  the  enactmertt  of  Public  Law  8T4,  a  custom  developed  in  the 
Congress  in  favor  f>£  using  short  titles  in  order  to  facilitate  refer- 
ences. In  accordance  *  with  this.,  custom  a  short  title  for  the  bill  is 
included.  This  short  title  is  selected #as  being  the  most  widely  recog- 
nized title  for  the  progr^  authorized  by  title  I  of  Public  Law  874, 

'SECTION  2.  —  FINDINGS  AND  DECLARATION 

OP  POLICY;  DETERMINATION  OP  BURDEN  r 

*  Section  2  of  fehe  bill  contains  statements  of  findings,  a  declaration  o£ 
policy,  and  a'dlrective  to  the  Secretary 'of  Education,  4:he  text  of  which 
/reads  as  follows;      r  [ 

Sec.  2(a)  The  Congress  finds  —  •* 

(1)  that  tauter*  a  federal v  system  of  government,  a  program  of 

#■ 

payments  /tdm  locat  educational  agencies,  similar  to  that  authorized 

Ss  *< )  * 

by  title  I  of  Public  Law  874$  Eighty^first  Congress  (commonly  known 
as,  the  ^Impact  4$4  Program*!),  is  necessary  as  a  means  by  which  the 
Congress  may'  mitigate  the  adverse  effects  upon  them  which  result 
'  from  the  exercise  of  the  power  of  the  Federal  Government,  thereby 
-jjfimiting  the ^potential  f&r  conflict  between  the  necessary  'anif* 
proper  .exercise  of  power  by  the  Federal  Government  and.  the  right  of 
the  States  .(and  their  subdivisions)  to  exist,  which  conflict  could 
arise  as  a  nat^al  consequence  of  the  division  of  sovereignty  in  a 
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federal  system  of  government  under  the  Constitution; 

(2)  that  even  though  there  are  changed  circumstances  which 
affect  the  underlying  original  premises  ,of  the  impact  Aid  Program, 
those  premises  have '-Validity  at  this  time  and  will  contj&me  to* have 
validity  so  long  as  taxation  of  real  property  forms  the  basis  of 

<  support  fqr  the-  local  share  of  the  cost  of  the  operation  of  local 
educational  agencies  or  so  long  as  Federal  activities  impose  a 
financial  burclen  on  those  agencies; 

(3)  that  therre  is  no  substantial  evidence  which  supports  any 
contention  that  tftere  are  net  economic  benefits  to  local  education- 
s'     al  agencies   arising  from  Federal  activitie^  which  mitigate  the 

burden  imposed  upont  those  agencies  by  those  activities; 

*     (4)  that  approximately  half  of  the  real  property  tax  required 
to  meet  the  local  share  of  the  cost  V  educating  a  qhild  in  the 
schools  of  a  \ocal  educational  agency  is  derived  from  taxation  of 
residential  property  and  half  from' taxation  of  commercial  or  other 
real  property;  therefore,   payments  should  be  made  by  the  Federal 
Government  to  local  educational  agencies  on  the  baSis  of  the  use  of 
Federal  real  property  both  as,  a  place  of  employihent  and  as  a  place 
,  mof  fitsidence  and  the  amount  of  such  payments,  should  be  computed  to 
cover  all  of  tfje  local  cost  of  educating  a  child  who,  both  resides 
on  Fedeval  property  and  resides  with  a  parent  employed  on  Federal 
property  and  half  of  \that^ cost  for  a  'child  who  either-  resides  on 
^Federal  property  or  resides  with  a  parent  employed  on  Federal 
f  property ;*  and    , 

j  - 
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(5)  that  chdrilfad  circumstances ,  more  nearly  complete  inform-. 

tion,  and  improved  analytical  techniques,  refinements  ofxthe 

,  S 
) 

program  are  possible  and  should  be  undertaken*  —  * 

'  * 

(b)  It  is  the  policy  of  the  United  States  ~ 

(1)  that  —  1  * 

/  ,  - 

(A)   there  is  cov  obligation  of  the  Federal  Government 
►>  *  * 

which  arises  from  both  revenue  burdens  and  service  burdens 

*      *  * 

placed  upon  local  educational  agencies;, 
^  (B)  the  degree  to  which  that  obligation  -requires  compen- 

-  sation  by  the  Federal  Government  be  based  on  a  consideration 
of  the  burden  placed  on  local  educational  agencies  and  the 
cost  of  providing  an  adequate  level  of  education  for  feder- 

* ally-connected  children;  and  '  • 

  (C)  in  determining  the  amount  of  compensation  to  local 

-*  • 

-  educational  agencies  for  that  burden,  if  a  means  of  measuring 
economic  benefits  to  local  educa^mal  agencies  on  an  objec~ 
tive^  basis  has  been  devised,  phe  net  economic  benefit  con- 
ferred by  Federal  activities*  on  local  educational  agencies  may 
be  taken  into  consideration;  and 

/ 

(2)  that  — 

*  -  * 

H  '     (A)  the  Federal  Government  has  an  obligation  to* provide 

_  financial  support  for  public  education  under  the  laws  of  the 
States,  to  the  extent  that  those  laws  place  'such  an  ^obligation 
on  the  owners  af^real  property  and  to  the  extent  that  Federal 
property  exists  within  those  States;  * 
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^  tftg  Federal  Government  has  an  obligation  to  assist  in 

the^  support  of  education  for  the  children  of  its  employees 
tfttfout  regard  for  their  places-of  residence; 

(C)  the  Federal  Government  has  an  obligation  for  the 
educatzonjjf  children  living  on  Federal  property;  and 

(D)  the  Federal  Government  has  a  specidt  obligation  with 
respect  to  the  e&ucatiqn'  of  children  in  attendance  at  the 
schools  of  heavily  burdened  local  educational^ agencies;  and 
(3)  that  the  Impact  Aid  Program  is  appropi^ate  for  meeting, 

and  the  following,  provisions  of  this  Act  are  designed  to  fulfill, 
the  obligations  described  in  this  subsection** 

(c)(1)  The  Congress  hereby  recognizes  that  the  United  States  has  a 
special  and  unique  obligation  with  respect  to  the^  education  of  Indian 
children  which (  arises  from  treaties  and  other  agreements^between  the 
United  .States  aruL  Indian  tribes  and  that  the  Impact  Aid  Program  is  one 
of  several  means  by  which  'the  United  States  can,  in  part,  satisfy  that 
obligation*  •  ) 

(2)  It  is  the  policy  of  the  United  States  that  — 

(A)  the  education  of  Indian  children  "shall  be  available  in 
such  a  form  and  in  *auch  <a  manner  as  to  enable  them  both  to  verve tu-  ' 
ate  -their  existence  as  Indian  people  and  to  function  effectively  in 
the  majority  society  ' and  that  decisions  regaining  the  conduct  of 
their  education  should  be  made  by  their  ^parents  and  the  tribes  of 
which  they  are ^ members:  and 
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(B)  to' the  extent  that  the  education  of  Indian  children  is> 
carried  hut  through  local '  educational  agencies*  as  determined  by 
their  parents  and  the  tribes  of  whi^h  they  are  members,  children 
are  to  have  the  full  rights  of  citizen?  under  the  education  laws  of 
the  States,  as  well  as'  the  benefits  which  accrue  to  $hem  under  the 

treaties'  and  other  agreements  with  the  United  States. 

/  *  * 
.  *      id)  The  Secretary  of  Education  is  hereby  directed  "to  develop,  not 

** 

later  than  October  I,  198Z?  a  means  ^bf  determining,  on  an  objective 
basis,  using  empirical  evidence,  the  net  fiscal  burden  placed  upon'  local 
educational  agencies  by  Federal  activities.      *  * 

Thia  section  has  four  subsections:  subsection  (a)  contains  congression- 
al findings;  subsection  (b)  declares  the  policy  of  the  United  States; 
subsection  (c)  states  a  special  policy  respecting  Indian  children;  and 
subsection  (d)  is  a  directive  to  the  Secretary  of  Education  respect- 
ing the  determination  of  fiscal  burden  pn  local  educational  agencies* 

Subsection  (a)  of  section  2,  the  statement  of  findings,,  is  a  single 
sentence  containing  five  designated  clauses,  prefaced  try  the  subject  and 
predicate  of  the^sentence:  #*Tbe  Congress  finds  —  •  *  These  designated 
clauses  make  findings  respecting  tbe  constitutional  framework  surroupd- 
ingrtije  Impact  Aid  Program,  the  validity  of  the  premises  under lyinc/the 
program,  the  economic  benefits  resulting  from  Federal  activities/the 
implications  of  real  property  taxes  on  payments  under  the  prc^ra^V*ax\d 
refinements  in  the  program.  These  findings. are  based  upon  fhe  findings 
of  the  Commission  set  out  in  section  I  of  chapter  IV  of  the  report  and 
form  the  basis  for  the  Commission  recommendations  that  the  Impact  Aid 
Program  be  continued  (Recommendation  I) ♦ 

.%  * 

Clause  (1)  of  subsection"  (a)  is  a  finding  that  a  program,  such  as  the 
Impact  Aid  Program,  is  necessary;  that  it  is  necessary  in  order  to  limit 
the  potential  conflct;  and  that  the  conflict  is  trie  natural  consequence 
of  divided  sovereignty  under  a  federal  sy^em  of  goverffifi^nt. 
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fri  clause"  (1),  the  Congress  finds  that,  Qnder  a  federal  system  of 
government,  a  program  of  payments  to  local,  educational  agencies  is  £ 
means  by  which  the  Congress  may  mitigate  the  adverse  effects  upon  local 
educational  agencies  which  result  from  the  exercise  of  the  power  of  th§ 
Federal  Government;  that  the  existence  of*such  a 'program  would  limit' the 
potential  "f  or  conflict  between  the  power  of  the  national  government  *  and 
the  right  of  the  States  (and  their  political  subdivisions)  to  exist; 
and  that  this  conflict  is  the  natural  consequence  of  the  division  of 
pplitical'  sovereignty  between  those .  go/ernmetfts  in"  a  federal  system 
under  the  Constitution.  " 

^Clause  (1)  is  derived  from  Finding  (Vhof  section  I  of  chapter  IV  of  the 
/  report.  T  m  * 

.  Clause  (2)  of  subjection  (a)  is  \  finding  respecting  the  validity  of  the 
premises  underlying  the  Impact  Aid  Program,  V 

la  clause  (2),  the  Congress  finds  tih^,  even  though  the  circumstances 
which  affect  ttat  premises*  upon  which  tTTe"  original  Impact  Aid  Prdgram  was 
based  have  changed,  those  premises  continue  to  be  valid  and  will  contin- 
ue to  be  Valid  under  two  circumstances;  (1)  so  long  as  local  educational 
agencies  are  reliant  upon  revenues  from  taxation  of  real  property  for 
the  local  share  of  the  cost  of  operating  local  educational  agencies;  and 
(2)  so  .long  as  Federal  activities  impose  a  financial  burden  upon* local 
educational  agencies* 

Clause  (2)  is  derived  from  Finding  (2)  of  section  I  of  chapter  IV  of  the 
report.* 

Clause  (3)  of  subsection  (a?  is,  a  finding  respecting  benefits  to  local 
educational  agencies  from  Federal  activities  which  may  mitigate  the 
adverse  effects  of  the  financial  burden  placed  upon  local  educational 
agencies. 

In  clause  (3) ,  the  CongresS  finds  that  there  is  no  substantial  evidence 
which  sugports  any  contentions  that  there  are  net  economic  benefits  to 
local  educational  agencies  arising  from  Federal  activities  which  miti- 
gate the  burden  imposed  on  those  agencies  by  those  activities.  1 

Clause  (3)  is  derived  form  Finding  (A)  of  section  I  of.  chapter  IV  of  -the 
report. 

Clause  (4)  of  subsectidrx  (a)  mfW  a  finding  respecting  the  underlying 
premises  of  the  Impact  Aid  .Program,  to  which  reference  is  made  in  clause 
(2)  of  subsection  (a):  the  means  by  which  local  educational  agencies 
support  their  operations  and  the  source  of.  the  financial  burden  imposed 
by  Federal  activities.  Clause  (4)  is  also  relatedNto  the  fihdlng*  made 
in  clause  (1)  of  subsection  (a),  in  that  the  loss  ofWenue  resultant 
from  Federal  activities  and  the  cost  of  educating  federally-connected 
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children  are  burdens  caused  by  the  exercise  of  power  by  /the  Federal 
Government  which  adversely  affects  political  subdivisions  of  the  States 
— local  educational  agencies • 

J clause  (4)  ,(  the  Congress  finds  that  approximately  one-half  of  the 
al  property'  tax  required  to  meet  th'e  local  share  of  the  cost  of 
ucating  a  child  in  the  schools  of . a  local  educational* agency  is 
r£ved  fro©  taxation  of  residential  property  and  the  other  half  is 
derived  from  taxation  of  commercial  or-  other  real  property  (places  of 
/employment).  The  implications  of  that  finding  are:  (1)  that  the  pay- 
ments to  which  reference  is  made  in  clause  (1)  under  a  program  based 
upon  the  premises  described  in  clauses  (2)  and  (4)  should  be  made  on  the 
basis  of  the-use«of  real  .property  by  the  Federal  Government  both  as 
places  of  residence  and  as  a  place  of  employment?  and  (2)  that  the 
amount  of  those  payments  should  be  computed  to  cover  all  of  th&  local 
share  of--the  cost  of  educating  a  child/  if  'that  child  both  resides  on, 
and  resides  with  a  parent  employed  on/  Federal  property/  and  one-half  of 
that  cost  for  a  child/  if  <  that  child  either  resides, on,  or  resides  with 
a  parent  employed  on,  Federal  property  J  a  - 

Clause  (4)  is  derived  from  Finding  (3)  of  section  I  of  chapter  IV  of  the 
report,. 

Clause  (5)  of  subsection  (3)  is  a  finding  .respecting  recommendations  for 
changes  in  the  Impact  Aid. Program.  Th€  finding  In  clause*  (2)  of  subsec- 
tion (a)  makes  reference  to  changed  circumstances  affecting  the* underly- 
ing premises  of .the  Impact  Aid  Program.  In  enacting  Public  Law  874/  the 
Congress  formulated  some  policies  based  on'  assumptions  about  circum- 
stances tot  wh^ch  information  and  analysis  were  inadequate.  Clause  (5) 
)  states  the  reasons  for  recommending  soine  bksic  changes  in  the  program. 

*  In  clause  (5)^  the  Congress  finds  that*t^f inements  in  the  program  are 
possible,  because  of  changed  circumstances,  more  nearly  cofeplete  infor- 
mation/ and  ^improved  analytical  techniques;  and  that  such  tefinements 
should  be  undertaken.  *    <  _  - 

Clause  (5)*  is  derived  from.  Finding  (5)  of  section  %  of  chapter  IV  of  the 
report.  / 

/-  -- 

Comment  on  subsecti/ftfr-yfa) .  Subsection:  (£)  is  designed  td  provide  the 
framework  for  the  '1)111  regarding  the,  setting  in  which  the  substantive 
provisions  thereof  were  developed.    These  findings  reflect  —  ^ 

(1)  Vsttmmary  of  the  law  on  intergovernmental  tax  immunities ^and  the 
^limitatiSAP  on  the  power  of  tAe  Federal  Government;  j 

(2)  a  review  of  the  under lyin4  premises  of  the  Impact  &£d  Program/ . th£* 
circumstances  affecting  the  enactment  of  Public  Law  874/  of^the] 
validity  of  those  premises'/  and  the,  extent  to  which  circumstances/ 
affecting  their  validity  have  changed;  H 

*  i  .  •  '4* 

t 
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(3)  an  analysis  of  the  only  challenge  to  the  validity  of  an*under lying 
'premise  of  the  program?  ( 

< 

t   (4)  an  examination  of  the  means  by  which  local  eit^ational  agencies 
are  financed;  and  \  » 

(5)  the  extent  to  which  changed  circumstances  require  changes  in  the 
program.  K  ;  ^» 

Subsection  (a)  also  projects  the  basis  for  the  following  sections  of  the 
bill  and  lays  the  groundwork  for  determining  obligations  which  accrue 
from  Federal  activities',  the  development  of  analytical  techniques  for  a 
/Measurement  .of  burden,  determining  the  amoufitf.of  compensation  'for 
(  burden,  and  relating  the  Impact  Aid  Program  to  the*  laws  of  the  States 
\regarding  public  education.        '  y 

POLICY  / 

Subsection  (b)  of  section  2,  the  declaration  of  policy,  is  a  single 
sentence,  containing  three  major  clauses  {each  of  the  first  two  contains^ 
internal  clauses  having  designations).  The  major  clauses  are  prefaced* 
by  the  declaration:/ 'It  is  the  'potioyOpf  the  United  States  The 
first  of  these  clauses  declares  policf  with  respect  to  obligations  of 
the^  United  States  regarding  compensation  for  burdens  imposed  on  local 
educational  agencies;  the  second  declares .policy  *  respecting  obligations 
for  the  education  of  federally-connected  children;  and  th4  third  de- 
clares that  the  Impact  Aid  Program  is  appropriate  for  carrying  out  those 
policies*  . 

■  '  S  ' 
Clause  (1)  of  subsection  (b)  is  a  policy  declaration  respecting  the 
obligations  of  the  United  states  arising  from' the  Federal  burden  and  the 
amount  of  compensation  for  that*  burden.  Three  designated  internal 
clauses  state  three  facets  of  that  policy?  they  describe  .the  obligation 
Of  th£  United  States  with  respect  to  revenue  and  /service  burdens;  the 
basis  for  computing  the  amount,  of  compensation;  and  the  possibility  of 
considering  economic  benefits  in  computing  that  amount. 

Clause  (A)  of  subsection  (b)(1)  is  a  policy  relating  to  the  Federal  ob- 
ligation which  arises  from  Federal 'but den.  In  clause  (A),  the  Congress 
declares  it  to  be  the  policy  of  'the  United  States,  that  there-  is  an 
obligation  pn  the  part  of  the  Federal  Government  which  arises  from  the 
revenue  bucden  and  the  service,  burden  placed  upon  a  local  educational 
agenc^.  'The  term  "revenue  burden**  means  the  burden  caused  by  loss j> 
revenue  resulting  from  *he  tax-eieerapt  status  of  Federal  real  prop£?ty 
,The  term  "service  burden"  means  the  burden  caused  by' the  cost  of  tfr 
ing  education  for  federally-connected  children^*  ' 

ClauseX?A)   is, derived  from  Recommendation  11(A)(1)  ,of  the  report, 
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Clause  (B)  of  subatection  (bh(1)  declares  it  to  be  the  policy  of  the 
United  StatSk  that  the  degree  to  which  the  Federal  obligation  requires 


compensation  should  be  based  up&n  a  t  consider  at  ion  1  of  "the  burden  placed 
on  a  local  educational  agency  and  the  cost  of  providing  an  adequate 
level  of  education  for  federally-connected  children*  The  term  "burden" 
refers  to  the  use  of  thafc  term  in  clause  (A)  of  subsection  (B)(1);  and 
the  term  "adequate  level  of  education*  looks  forward  to  the  use  of  that 
term  in  section  3(b)  in  connection  with  determining  the- amounts  to  which 
local  educational  agencies  are  entitled*  *  ^ 

Clause   (B)   is  derived  from  Recommendation  II(K)(2)  of  the  report. 

Clause  (C)  of  subsection  (b) (1)  declares  it  to  be  the  policy  of  the 
United  States  that,  in  determining  the  amount  of  compensation  to  local 
educational  agencies  for  the  burden  imposed  upon  them  by  Federal  activi& 
ties  &  the  net  economic  benefit  conferred  by  Federal  activities  on  local 
educational  *  agencies  may  be  taken  into  consideration;  howevefc,  this 
consideration  is  contingent  upon  the  development  of  a  d^rice  for  the 
measurement  of  economic  benefits  to  local  educational  agencies  and  that 
.measurement  must  be  achieved  on  the  basis  of  objective ^Sata. 

Qlause  (C)  is  derived  from  Recommendation  11(A)  (3).  \ 

Clause  (2)\  i$&  subsection  (b)    relates  to  the  obligations  of  the  United 
^States  with  respect  to  public  education  under  the  laWs  of  the  States  and 
the  education  of  fSder ally-connected  children.    Clause  (2)  states  policy 
in  gix  internally  designated  clauses. 

Clause  (A)  *  of  subsection  (b)(2)  declares  it  to  be  the  *policy  of  the 
United  States  that  the  Federal  Government  has  an  obligation. to  provide 
•financial  support  for  public  education  under  ^he  lays  of  the  States. 
The  extent  of  that*  obligation  is  dependent  upon  two  -factors:  (1)  the 
^Htent  tb  which  the  laws  of  the  States  place  such  an  obligation  on  tfce 
owners  of  real  property;  and  (2)  the  extent,  to  which ,  Federal  property 
exists  within  the  States. 

'Clause  (A)  is  derived  from  Finding  IV(1);  it  is  also  based  on  the 
findings  stated  under  statements  of  Commission  findings  relating  .to  the 
relationship  with  State  laws  and  the  definition  of  "Federal  property" 
which  state  that  "Federal  property  should ,  to  the  extent  practicable,  be 
treatecMike  private  property"  (See  Finding  111(4)). 

# 

It  should  be  noted  that  the  House  Committee  report  on  the  bill 'which 
became  Public  Law  874  states  .clearly  that  it  was  the  original  intent  of 
the  Congress  that  Federal  property  should  be  treated  like  private 
property*    This  intention  is.  carried  through  as  that  of  the  Commission. 
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It  should' also  be  noted  that  this  polfcy  states  an  obligation  which  runs 
to  local  educational*  agencies  as  Institutions  and,  indirectly,  to  th* 
children  served  by  those  agencies,  even  though  those  children  may  have 
no  immediate  Federal  connection.  This  policy  is  to  be  injplemented  under 
those  recommendations  relating  to  local  educational  agencies  with 
"heavily  %  impacted*"  school  districts,      (See  section  3(c)  of  the  bill.) 

Clauses  (B)  ,  (C) ,  and  (D)  of  subsection  (b)  (2)  state  policy  with  regard 
to  the  Federal  obligation  for  -the  education  of  specific  categories  of 
federally-connected  children.  . 

Clause  (g)  states  that  the  Federal  Government  has  ary  obligation  to 
assist  in  the  support  of  edueatipn  for  the  children  of  its  employees 
without  regard-  for  their  jSlaces  of  residence.  The  policy  stated  in  this 
clause  is  directly  related!  to  that  stated  in  clause  (A)  of  subsection 
(B)(2),* in  that  employers  whQ  own  real  property  have,  under  the  laws  of 
the  States,  an  obligation  to  pay  taxes  on  that  property;  and  those  taxes 
are  iised  to  finance  public  education,  .  . 

4   \  ' 

The  policy  stated  inA£lauser  (B)  requires  a  departure^  from  a  policy  in 
current  law.  Under  current  lay,  children  of  Federal  employees  vfao  go  to 
school  in  a  State  differen^rom  that  in  ^which  the  property  on  which 
T±eir  parents  are  employed  is  located  are  not  counted  as  federally- 
connected.    The  new  policy  would  require  their  being  counted.  * 

Clause    (B)    is   derived*  from  Finding   IV{2)    and   Recommendatioh  IV{1). 

Clause  (Q  states  that -the  Federal  Government  has  an  obligation  for  the 
education  of  children  living  on  Federal  property.  This  policy  is  a 
corollary  with  that  stated  in  clause  (B) .  *  it  does  not,  however,  ^re- 
quire a  change  in  current  law,  in  that  current  law,  without  exception, 
counts,  as  federally-connected  children  all  children  residing  on  Federal 
property.  *• 

Clause    (C)    is   derived   from  Finding   T7(3)    and   Recommendation  IV(I},. 

Clause  (D)  states  that  the  Federal  Government  has  a  special  obligation 
with  respect  to  the  education  of  children  in  attendance  at  the  schools 
of  heavily  burdened  local  educational  agencies. 

This  policy   is  reflected  throughout  the  Commission's  recommendations.  * 
Special  provisions  are  made'  for  individual  determinations;  of  entitle- 
ments for  those  local  educational  agencies;  those  entitlements  are  given 
priority  in  payments;  and  those  payments  are  gii&ranteed. 

Two  aspects  of  this  clause  should  be  noted:  (1)  tlje  use  of  the  word 
"special*  as  an  adjective  modifying  "obligation";  and  (2)  tj*e  fact  that 
that  'obligation  runs  to  all  of  the  children  iiv  the  schools  of  those 
agencies. 
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The  term  "heavily  burdened*'  local  educational  agencies"  refers  td  local 
eddcational  agencies  which  are  eligible  .for  special  ^treatment  under 
subsection  (c)  of  section  3.  *t 

Clause    (D)    is   derived   fr^m  Finding   IV(5)    and   Recommendation  IV(3). 

Clause  (2)  of  subsection  (b)  states  that  it  is*  the  policy  of  the, United 
States  that  the- Impact  Aid  Program  is  appropriate  for  meeting  the 
obligations  described  in  clauses^)  and  (3)  of  subsection  (b)  and  that* 
the   following   provisions  of   the  bill   are  designed  to  fulfill  those 
obligations. 

Clause  (3)  is  derived  from  Finding  IV(6) • 

^ 

POLICY  WITH  RESPECT  TO  CHILDREN,  RESIDING  ON  INDIAN  LAND£*  " 

Subsection  (c)  of  section  2  is  a  special  policy  statement  with  respect 
to  Indian  children  residing  on  Indian  lands.  •  This  subsection  ^contains 
two  paragraphs:  paragraphs  (1)  is  a  stated  recognition  fcy  the  .Congress 
regarding  the  education  of  Indfan  children,  while  paragraph'^ states 
the  policy  of  the  United  States  on  the  manner  of  their  education. 

1 

Subsection   (c)   is  derived  from  Finding  IV(4)  and  Recommenda&lon  IV(2) . 

*  "  ■ 

Paragraph  (1)  of  subsection  (c)  s-tates  that  in  paragraph  (1)  the  Con- 
gress recognizes  ,(1)  that  the  United  States  has  a  special  and  unique 
obligation  with  respect' to  the  education  of  Indian  children  and  (2)  that 
this  obligation  arises  froni  treaties  (and^other  ag^eeme'nts)  between  the 
United  States  and  Indian  tfibes  and  (3)  thratf  the  Impact  Aid  Program  is 
one  of  several  means  by  which  the  United  States  can,  in  part,  satisfy 
that  obligtion. 

The*u$e  of  the  term  "in  part"  is  intended  to  make  clear  that,"  since 
therfe  are  numerous  obligations  respecting  education  arising  from  trea- 
ties (many  df  which  are  beyond  tTie  scope  of  the  Impact  Aid  Program) , 
this  statement  of  recognition  should  not  be 'construed  as  a  declaration 
of  total  or  complete  satisfaction  of  those  obligations. 

Paragraph  (2)  of  subsection  (c)  states  national  policy  with  respect  to 
the  education  of  Indian  children.  ^Paragraph  (2)  contains  two  clauses: 
Clause  (A)  declares  policy  on  the  goals  of  their  education,  while  clause 
(B)  states  policy  respecting  the  rights  of  -  Indian  -children  under  the 
laws  of  the' States. 

Clause  (A)  of  paragraph  (2)  declares  it  to  be  the  policy  of  the  United 
States  (1)  that  the  education  of  Indian  children  shall  be  available  in 
such  a  farm  and  in  such  a  manner  as  to  enable  them  both  to  perpetuate 
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their  existence  as  Indian  people  and  to  function  effectively  in  the 
majority  soci'ety,  and  (2)  that*  decisions  regarding  the  cbnduct  of  their 
education  should  be  made  by  their  parents  and  the  tribes  of  which  they 
are  members.  „ 

Clause  (B)  of  paragraph  (2)  declares  it  to' be  the  policy  of  the  United 
States  thtft,  tto  'the  extent  that  the  education  of  '  Indian  children  is 
carried  out  through  local  educational  agencies  (as  determined  byN&eir 
parents  and  the  tribe*  of  which  they  are  members),  those  children  are  to 
have  the  full  rights  of  citizens  under  the  education  laws  of  thg^  States, 
as  weir  as  the  "benefits  which  accrue  to  them  under  the  treaties  (and 
other  agreements)  with  the  United  States, 


,  ECONOMIC  IMPACT  MODEL 

Subsection  (d)  of  section  2  is  a  directive  to  the  Secretary  of  Education 
to  develop  a  means  of  determining,  on  an^objective  basis,  using  empir- 
ical evidence,  the  net  fiscal  burden  placed  upon  local  educational 
agencies  by  Federal  activities*  This  directive  i$  to  be  completed  not 
later  than  October  1,  1983.  This  subsection  is  made  necessary  by 
-the  finding  stated  in  clause  (\3)  of  subsection  (a)  and  the  policy 
declared  in  clause  (c)  of -subsection  (b)(1),  *These  provisions  arise 
from  the  contention,  on  the  part  of  the  Secretary  of  Education,  that 
there  are  n^t  fiscal  benefits  resulting  from  Federal  activities — a 
contention  based  upon  an  unsupported*  assumption.  The  development  of  a 
means  oi  measuring  Federal  , burden  would  provide  a  basis  fqr  operating 
the  program  without  „ unnecessary  or  inappropriate  assumptions  regarding 
the  existence  or  degree  of  burden. 


Subsection  (d)  does  not  direct  the  Secretary  to  develop  a  particular 
means  of  measuring  burden;  nor  does  it  set  any  standards  or  criteria  for 
the' device  developed;  however,  the  Commission's  report  does  contain  a 
description  of  an. economic  model  developed  by  the  Commission.  Unless  a 
better  model  can  be  developed,  it  is  expected  that  the  principles  used* 
in  the  Commission  model  would  be  used  by  the  Secretary. 

Subsection  (d)  ¥s  derived  from  Recommendation  U  (B>, 


SECTION  3.*  —  PAYMENTS  TO  LOCAL  EDUCATIONAL  AGENCIES  _ 
WITH  RESPECT^ TO  CHILDREN  WHO  RESIDE  ON  FEDERAL  PROPERTY- 
WHOSE  PARENTS  ARE  EMPLOYED  ON  FEDERAL/ PROPERTY 


J?* 


Section  3  of  the  bill  authorizes  ♦  program  of  payments  to  local  edu- * 
cational   agencies   which  provide   free   public  education   to  federally- 
connected  children.    This'  section  contains  fotir  subsections  as  follows: 
'subsection    (a)    creates    entitlements,   for    local    educational  agencies 
educating  f  e<fer  ally-connected  '  chi]»en    (and  <  determines  the  conditions 
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for  their  eligibility);  subsection  (b)  .sets  out  a  formula  for  determin- 
ing the  amounts  of  those  entitlements;  and  subsections  (c)  and  (d) 
create  two  exceptions  to  that  formula 'for  local  educational  agencies 
with  heavily  impacted  school  districts,  . — 

The  text  of  section  3  is  as  follows: 

Sec.  3(a)  (-f)  Each  local  educational  agency  shall  be  entitled,  gender 
this  section,  to  a  payment  for  each  fiscal  year  with  j*espect  to  each 
child  who,  during  such  year,  in^in  attendance  at  the  schools  gf  such 
agency  and,  while  so  in  attendance,  resides  on  Federal  property. 

(2)  (A)  Each  local  educational  agency  shall  be  entitled,  under 
this  section,  to  a  payment  jhr  each  fiscal  year  with  respect  to  each 
child  who,  during^  such  year^Hs  in  attendance  at  the  schools  of  such 
agency  and*  while  so  irf]at  tendance,  resides  with  a  parent  employed  on 
Federal  property. -  * 

(B)  For  the  purposes  of  this  paragraph,  any  child  who  — 

(i)  hoe  a  parent  on  active  duty  in  the  uniformed  "services  (as 
defined  in  section  101  of  title  37,  United  States  Code),  or 

(ii)  resides  on  Indian  lands, 

shall  be  deemed  ta  hafea  parent  employed  on  Federal  property.  / 

(Z)  No  local  educational  agency x  shall  <be±  eligible  to  receipe  a 
payment  under  this  section  for  any  fiscal ,  year  unless  the  number  of 
children  in  attendance  *at  its  schools  for  that  year  who  are  (^escribed 
in  paragraphs  (1)  end  (2)  is  at  least  ten  and  constitutes  at  least  three 
t  per  centum  of  the  total  number  of  children  ^int  attendance  at>  its  schools 
for  that  year,  except  that  any  local  educational  agency^  at ,  the  schools 
of  which  there  are  in  attendance  at  least  40Q  children  so  described 
shall  be  so  eligible. 


(4)  For  the*' purposes  of  this^Act  — 

(A)  the  term  "Federal  property"  means  any  real  property  in  any 
State  which  is  >not  subject  to  taxation  by  the  States  or  their, 
political  subdivisions  by  reason  of  federal  law;  * 

(B)   the  term  ~^opal  educational  agency"  means  a  board  of 

'education  or  other  legally  constituted  local  school  authority 
having  administrative  control  and  direction  of  free  public  elemen- 
tary  and  secondary  education  through  grade  12  in  a  county,  town- 
ship,  or  other  school  district  located  within  a  State;  arid  *3uch 
term  also  includes  any  S^ixte  agency  which  directly  operates  and 
maintains  facilities  fSr*^ providing  free  public  elementary 


secondary  education  through  grade  12; 

(C)  the  tern  "free  public  education"  means  education  which  is 
provided  at  public  expense,  under  public  supervision  and  direc- 
tion, without  tuition  charge,  and  which  is  provided  as  elementary 
or  secondary  school  education; 

*  IV)   the  teom  "State"  means  one  of  the  fifty  States  in  the 
United.  States;  and  * 

(E)  the  term  "Indian  lands"  means  "recti  property  held  in  trust 
by  the  United  States  for  individual  Indians  or  Indian  tribes  and 
real  property  held  by  individual  Indians  or  Indian  tribes  which  is 
subject  to  restrictions  on  alienation  ijrrposed  by  the, United  States* 
(b)  (1)  The  amount ,  of  th.e  payment  to*  which  any  local  educational 
agency  shall  be  entitled  for,  any  fiscal  year  shall  pe  equal  to  the  total 
number  of  vihildrdh  described  in  paragraphs  (1)  and  (Z)  of  subsection  (a) 


soy 


for  whom  such,  agency  provided-  free  public  education  during  such  year 
multiplied  by  50  per  centum  of\^the  Federal  contribution  rate  for  such 
agency  for  such  year.  > 

<*• 

(2)  The  Federal  contribution  rate  for  any  Local  educational  agen~ 
cy  for  any  fiscal  year  shall  be  an  amount  equal  to  the  difference 
between  —        ^   *  • 

(A)  the  amount  per  pupil  necessary  to  provide  an  adequate 
level  of'  education  in  the  schools  of4  such  an  agency,  during  such 
year;  and* 

(B)  the  amount  per  pupil  contributed  for  such  year  to  such 

agency  by  the  State  in  which  it  is  located  for  the  maintenance  and) 

operation  of  its  schools,  except  , that  the  Federal  contribution  rate 

for  any  local  educational  agency  in  any  State  shall  not  ^e  less 

than  SO  per  centum  of  tSa  average  per-pupil  expenditure  tun  that 
« 

State* 

>  °*  ,  * 

\f  For  the  purposes  of  this^ection,  the  amount  per  pupil 
fo  provide,  an  adequate  level  of  education  in  the  schools  of  a 
local  $3fi&tional  agency  in  a  State  for  any  fiscal  year  shall  be  equal 
to  the  avefage  per^pupil  expenditure  for  that  year  in  that  State  or  in 
all  the  States,  whichever  is  greater. 

(Bf  For  hhe  purposes  of  this  Act  ~ 
%  (i)  the  term'  "average  per-pupil  expenditure"  in  a  State  fed* 

any  fisqal  ^ir  shall  be  the  aggregate  current  expenditures  during 
that  year,  of  all  local  educational  agencies  in  that  State  divided 
by  the  aggregate  number  of  children  in  average  daily  attendance  for 
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whom  such  agencies  provided  free  'public  education  during  that 
gearj  _ 

Hi)  the  term  "current  expenditures"  means  expenditures  for 
frqe  public  education,  including  expenditures  for  administration, 
'instruction,  attendance  and  health  services,  pupil  transportation 
services,  operation  and  maintenance  of  plant,  fixed  charges,  and 
net  expenditures  to  cover  deficits  for  food  services  and  student 
body  activities,  but  not ^including  expenditures  for  community 
services,  capital  outlay,  and  debt  service,  or  any  expenditures 
made  from  funds  granted  under  the  Elementary  and  Secondary  Educa- 
tion  Ait  of  2965;  and 

(Hi)  the  number  of  children  in  attendance  at  the  schools  of  a 
local  educational  agency  shall  be  determined*on  the  basis  of 
average  daily  attendance  of  .such  children  in  such  schools:  and, 
subject  to  such  regulations  as  may  be  necessary  for  the  purposes  of 
this  section,  "average  daily  attendance  shall  be  determined  in 
accordance  with  the  appropriate  State  law,  and  such  regulations 
shall  permit  "the  use  of  data  based  on  average  daily  membership  in 
$ieu  of  average  daily  attendance  when  appropriate,  and  shall, 
"provide  for  equitable*  treatment  between  local  educatufhal  agencies 
when  children  are  in  attendance  at  the  schools  of  a  local  educa- 
tional  agency  under  agreements  between  agencies  concerning  tuition 
payments  for  suck  children* 

♦ 

(C)  Notwithstanding  subparagraph  (A),  in  cases  where  the  children 
in  attendance  at  the  achoole  of  a  local  educational  agency  in  any  State 
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who  ewe  *  described  in  ~paragmphs  (1)  and  (2)  of  subsection  (a)  have 
.  educational  needs  which,  are  so  substcmtially  dif ferment  from  those  of 
children  in  public  schoolp,  in  general,  as  to  require^in  order  to  meet 
the  educational  needs  of  the  Children  so  described,  an  expenditure  of 
funds  greater  than  the  average  per-pupil  expenditure  in  that  State  or  in 
all  the  States  (as  the  case  may  be),  the  amount  necessary  to  provide  an 
adequate  level  of  education  for  such  children  in  the  schools  of  such 

r  • 

agency  shall  be  adjusted  accordingly.  Adjustments  under  this  subpara- 
graph shall  — 

(i)  be  based  upon  criteria  established  for  such  purpose; 
Hi)  be  the  result  of  a  petition  therefor  by  one  or  more  local 
educational  agencies  for  a  specific  fiscal  year;  and  1 

(Hi)  include  adequate  consideration  of  the  cost  to  a  local 
educational  agency  of  preparing  for,  and  submitting,  an  application 
under  this  title* 

(D)  For^the  purposes  of  subparagraph  (C),  children  who  have  parents 
in  the  uniformed  sqfcpices,  those  who  live  on  Indian  lands?  cold  those 
who  live  an  low-rent  *  public  housing  property  shall  be  deemed, to  have 
educational  needs  requiring  substantially  greater  expenditures  of  funds 
than  that  for  which  provision  is  made  in  subparagraph  (A)* 

(4)  (A)  If  any  locals  educational  agency  receives  a  payment  in^lieu 
of  taxes  from  any  Federal' agency  (other  than^a  payment  under  this  Act) 
with  respect  ib  any  Federal  property  in  its  school  district  for  any 
fiscal  year,  an  amount  equal  to  such  payment  shall  be  deducted  from  the 
entitlement  computed  undgr  this  subsection  with  respect  to  that  agency 
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for  that  fiscal  year,  -  ...  •  * 

(B)  If  any  local  educational  agency  receives  payments  from  the 
taxation  of  interests  in  Federal  property  for  any  fiscal  year,  an  amount 
equal  to1  such  payments  shall  be  deducted  from  the  entitlement  completed 
under  this  section  with  respect  to  that  agency  for  thap  fiscal  year^ 
(c)(1)(A)  In  any  case  where  the  ability  of  a  local-  educational 
agency  to  provide,  an  adequate  level  of  education  for  the  children  in 
attendance  at  its.  schools  is  seriously  impaired  by  reason  of  the  exist- 
ence, within,  the  school  district  of  such  agency,  of  a  substantial  area 
of  Federal-  property,  the  amount  of  the  entitlement  of  that  agency  shall 
be  determined  in  accordance  with  criteria, .  established  for  the  purposes 
of  this  paragraph,  designed  to  insure  that  sufficient  funds  are  availa- 
ble to  such  agency  to  enable  such^3bency  to  provide  such  a-  letpl  of, 
education  for  such  children,  * 

fS)  The  criteria  established  for  the  purposes  of  this  paragraph 
shall  make  provision  to  -insure  that  the  funds  available  to  a  local 
educational  agency  in  a  State  Ure  at  least  equal  to  the  product  of  — 

(i)  the  qfcerage  per^pupil  expenditure  &j  thai  State  or  in  all 
^  'the  States,  whichever  is  greater;  and 

(ii)  the  number  of  children  in  attendance  ^^the  schools  of 
t  \ 

such  agency*  * 

Such  criteria  shall  t$&  into  consideration  such  additional  factors  as 
the  amount  of  revenues  which  would  be  available  to  a  local  educational 
agency  if  the  federal  property,  in  its  school  district  were  taxed  at  the 
same  rate  as  other  similar: real  property  in  its  school  district  is~- 
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actually  being  taxed,  the  educational  -needs  of  the  children  in  attend- 
ance at_  the  schools  of  a  local  educational  agency*  and  any  unusual 
geographical  features  of  the  school  district,  of  a  local  educational 
agency  which  increase  the  cost  of  education  for  the  local  educational 
aqertcy* 

'(OA  presumption  shall  pie  in*favor  of  a  determination  of  eligi- 
bility under  subparagraph  (A)  for  any  local  educational  agency  if  the 
geographical  area  of  the  Federal  property  in  the  school  district  of  that 
local  educational  agency  which  has,  in  the  past,  been  subject  to  State 
or  local  taxation  and  has  been  acquired  by  the  Federal  Government  (or 
otherwise  been  exempted  from  such  taxation  by  operation  of  Federal  law) 
constitutes  at  least  10  per  centum  of  the  total  geographical  area  of 
that  school  district*  Such  a  presumption  may  be  rebutted  by  conclusive 
evidence  (1),  that  sufficient  funds  are  available  to  the  local  education- 
al  agency  to  provide  an  adequate  level  of  education  for  the  children  in 
attendance  at  its  schools  or  (Z)  thatf  if  there  is,  an  insufficiency  of 
funds, '  such  insufficiency  is  not  the  result  of  the  tax-exempt  status  of 
the  Federal  property  in  its  school  district,  or  (3)  that  the  local 
educational  agency  is  being  substantially  compensated  for  the  loss  of 
revenue  resulting  from  the  existence*  of  such  Federal  property  by  in- 
creases in  revenue  accruing  Jbo  such  agency  from  the  Federal  activities 
carried  out  with  respect  to  such  property* 

r*sJ2)(A)  In  any  case  where  the  number  of  children  described  in 
paragraphs  (I)  and  <2)  of  subsection  (a)  in  attendance. at  the  schools  of 
a  local  educational  agency  in  a  slate  constitutes  such  a  substantial 
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\ 


percentage  of, the  total  number  of  children  in  attendance  at  such  schools 
that  the  ametmttf  the  payment  such  agency  would  receive  on  the^eis  of 
an  entitlement  computed  under  subsection  (bT  would  be  insufficient  to 
enable  such  agency  to.  provide  an  adequate  level  of  education  for  the 
children  in  attendance  at  its  schools,  the  entitlement  of  that  agency 
shall  be  determined  in,  accordance  with  criteria,  established  for  the 
purposes  of  this  paragraph,  designed  to  insure-that  sufficient  funds  are 
available  to  such  agency  to  enable  such  agency-to  provide  such  a  level 
of  education  for  such  children. 

(B)  The  criteria  established^  for  the  purposes  of  this  paragraph 
shall- make  provision  for  —     '  — — 

(i)  establishing,  with  respect  'to  'Jshe  children  in  attendance 
at  the  schools  of.  the  local  educational  agency,  an  amount  necessary 
to  provide  such  children  an  adequate  -level  of  education  in  accord- 

* 

once  with  subparagraphs  (C)  and  (D)  of  subsection  (b)(3); 

Lii)  a  consideration  of  the  effort  the  local  educational 
agency  is  making  to  raise  revenue  from  its  local  sources; 

(Hi)  a  consideration*  of  the  resources  available  to  the  local 
.  educational  agency  from*  that  Statem  and  from  other  Federal  sources 
of  funds;  and 

(iv).  insuring  that  the  per-pupil  expenditure  of  the  local 
educational  agency  is  .riot  less  than  that  of  other  local  educational 
agencies  in  that  State  having  school  districts  which  are  generally 
comparable  with  that  of  such  agency. 
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(3)  Any  local  educational  agency  shall  be'  deemed  to  meet  the - 
^requirement  of  subparagraph  (A)  if  —  - 

H)  the  number  of  children^  in  attendance  at  its  schools  who 
are  described  in  both  paragraph  fl)  and  paragraph  (2)  of  subsection 
(a)  constitutes^*?  least  JO  per  centum  of  the  total  number  of 
children  in  attendance  at  its  schools;  or 

(ii)  the  number  of  such  children  described  both  in  paragraph 
(a)  and  paragraph  (2)  of  subsection  m( a) ,  plus  one-half  of  the 
number  of  such  children  who  are  described  in  either  paragraph  (1) 
or  paragraph  (2)  of  such  subsection  (a)  constitutes  at  least  25 
*per  centum  of  the  totd^  number  of  children  in  attendance  at  its 
schools* 

t  ( d)  If,  in  accordance  with  procedures  and  criteria,  there  '  is  a 
determination  that  -any  requirement  in  this' section  which,  -  when  applied 
to  any  local  educational  agency,  would  defeat  purposes  of  this 
section,  such  requirement  shall  be  waived  for  the  benefit  of  that 
agency*  Such  criteria  shall  be  based  upon  the  findings  *  and  policies 
stated  in  section  2  and  shall  take  into  consideration  hardships  result- 
ing  from  the  failure  to  pay  the  full  gmount  to  which  a  local  edi^iional 

i 


-  —  —  ✓* 
agency  is  entitled  to  be  paid  under  this  title*  1 


This  section  is  -  the  equivalent  to  section  3' in  existing  lav  and  is 
based,  unless  otherwise  noted  herein,  upon  the  same  principles  as  those 
upcta  which  £he  current  section  3  is  based*  The  new  section  3  differs 
from  the  existing  section  3/  in  that  it  includes /  $s  integral  parts 
thereof,  necessary  definitions  of  terms,  * 
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ENTITLEMENTS  AND  ELIGIBILITY 


♦ 

Subsection  (a)  of  section  3  creates  entitlements  and  establishes  eligi^^A^ 
bility  conditions  for  payments  to  local  educational  agencies  which 
provide  education  for  children  connected  with  Federal  property.  ^  Tljis 
subsection  contains  four  paragraphs*  (1)  and  (2)  create  entitlements  for 
local  educational  agencies  which  provide  education  for  children  who 
reside  on  Pederal  property  and  children  whose  parents  are  employed  on 
Federal  property;  paragraph  (3)  sets  the  conditions1 for  eligibility  for 
payments;  arid  paragraph   (4)  defines  the  terms  used  in  subsection  (a). 

The  structure  of  subsection  (a) ,  as  paragraph  (1)  gives  evidence, 
differs  from  the:  provisions  in  current  law.  Current  law  creates  two 
categories  of  federally-connected  children:    (A)   those  who  both  reside 

•  on,  and  reside  with  a  parent  employed  on,  Federal  property  (the  ^so- 
called  "A"  children)?  and  (B)  those  who  either  reside  on,  or  residfe  with 
a  parent  jemployed  on,  Federal  property  (the  so-called  "B"  children). 
The  structure  of  paragraphs  (1)  and  (2)  also  creates  two  categories  of 
such  children;  however  the  two  categories  are  (1^  those  who  reside  on 
Federal  property;  and  (2jafehose  who  reside,  with  a  parent  employed  on 
federal  property.  A  cbljjpho  is  the  equivalent  of  an  "A"  child  is  to 
be  counted  twice,  while  oris  who  £s  the  equivalent  of  a  "B"  child  is  to 
be  counted  once.  Thus,  the  current  practice  of  distinguishing  between 
*Afs"  and  "Bfs"  would  not  continue.  The  policy  for  thi?  structural 
change  is  derived,  from  a,  finding  made  by  the  Commission  in  it*  Interim 

^  Report  that  there  is  no  rational  basis  for  a  distinction  between  "Afs" 
and  "Bfs."  The  children  described  in  paragraphs  (1)  and  (2)  are  re- 
ferred to  as  "federally-connected. ■ 

The  new  structure  is  required  undervthe  policies  stated  in  Recommenda- 
tions IV(1)  and  VII(1). 

,»  *  • 

ENTITLEMENTS^  WITH  RESPECT  TO  FEDERALLY-CONNECTED '  CHILDREN  \ 

.Paragraphs  (1)  and  (2)  of  section  3(a)  of  the  bill  are  comparable  with 
subsections  (a)  and  (b)  of  section  3  in  current  law>.    Paragraphs  (1)  andfc-  ^^t'i 
f         (2)  do  not  contain  serveral  elements  included  in  subsections  (a)  and  (bT 
ofc.cur'rent  law:  v  T 

-  '  * 

,  ,  O )  j  References  to  the  location  of  Pederal  property  in  clause  (1)  of 
subsection  (a)  and  clause  (2)  of  subsection  (b)  in  current  law  are  not 
included  in  the  bill  because  of 1  the  policy  stated  in  clause  (B)  of 
section  2(b)(2)  of  the  bill  regarding  the  obligation  of  the  Pederal 
Government  with  respect  to  the  education  of  its  employees; 

.  * 

*  (2)  the  use  of  the  term  -"average  daily  attendance"  in  the  two  para- 
graphs is  omitted  in  favor  o£  the  term  "in  attendance,"  which  is  then- 
defined  for  the  purposes  of  the  entire  section  in  clause   (iii)  of 
section  3(b)  (3)  (B)  of  the  Jbill; 
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(3)  the  language  in  both  subsectiohs  (a)  and  (b)  of  current  law 
referring  to  uniformed  services  is  the  equivalent  to  clause  (i)  of 

'    section  3(a) (2) (B)  of  the  bill;  ^ 

(4)  the  language  of  the  second  sentence,  of  section  3(a)  .of  current  law 
(relating  to  children  on  Indian  lands)  is*  the  equivalent  to  clause* 
(ii)  of  section  .3  (a)  (2)  (B)  of  the  bill;  and/ 


(5)  the  second  sentence  of  section  3(b)  of  current  law  (relating  to 
refugee  children)  is  omitted;  but  the  equivalent  thereof  is  included 
in  the  new  section  4  of  the  bill. 

Paragraph  »(1)  of  subsection*  (a)    provides    that;   each    local  educational 
agency  is "to  b§  entitled  (under  section  3)  to  a  payment  for  each  fiscal 
year  with  respect  to  each  child  who  (during  that  fiscal  year)  is, in  at-^ 
tendance  at  the  schools  of  such  agency  and  who  (while  so  in  attendance) 
resides  on  Pederal  property. 

Paragraph  (2)  of  subsection  (a)  relates  to  children  whose  parents  are 
, employed  on  Pederal  property.  This  paragraph  contains  two  */Subpara- 
graphs:  subparagraph  (A)  is  parallel  with  paragraph  (1),  while  subpara- 
graph *(B)  contains  two  exceptions  for  special  circumstances. 


Subparagraph  '(A)  of  paragraph  (2)  proyides  that  each  local  educational 
agency  is  to  be  entitled  (under  section  3)  to  a  payment  for  each  fiscal 
year  with  respect  to  each  child  who*  {during  that  fiscal  year)  is  in 
attendance  at  the  schools  of  such  agency  and  (while  so  in  attendance) 
resides  with  a  parent  employed  on  Federal  property* 

Subparagraph  (B)  of,- paragraph  (2)  relates  to  two  types  of  Pederal 
connection  whjch  do  not  fit  the^  general  pattern  of  Federal  employment: 
(1)  children  of  military  personnel  who  may  not  be  working  on  real 
property  (such  as  a  ship) ;  and  (2)  children  residing  On  Indian  ^ands 
whose  parents  may  be  engaged  in  agriculture  rather  than  work  for  the 
♦Federal ,  Government.  This  subparagraph  provides-  that,  for  the  purposes 
of  paragraph  (2)/  such  children  shall  Abo  deemed  to  Aave  a  pajcent  em- 
ployed on  Federal  property.    *  ~ 

Subparagraph  (B)  contains  two  clauses  describing  those  children:  clause 
(i)  specifies  a  child  who  has-  a  parent  on  active  duty  in  the  uniformed 
services;  and  clause  (ii)  specifies  a  child  who  resides  on  Indian 
lands.  .  * 


The  'term  "uniformed  services"  is  defined  in  section  101  of  title  37, 
United  Statea  Code.  **  j 


The  term  "Indian  lanSfiJ^  is  defined  in  clause  (Z\  of  paragraph  (4)  of 
subsection  (a) .  %  *  _ 
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SLIGIBILITY  FOR  PAYMENTS  * 


Paragraph  (3)  of  subsection  (a)  states  the  conditions  under  which  local 
educational  agencies  are  to  be  eligible  for  payments  under  seotion  3. 
This'  paragraph  provides  that  no  local  educational  agency  is  to  be  eligi- 
ble to  recieve  fi,  payment  undSr  section  3  for  any  fiscal  year  unless  the 
number  of  children  in  attendance  at  its  schools  for^  that  year  who  are 
described  in  paragraphs  (1)  and  (2)  of  subsection  (a)  (federally-con- 
nected children)  is  at  least  ten  and  that  number  constitutes  at  least 
three  percent  of  the  total  number  of  children  in  attendance  at  the 
schools  o£  that  agency  for  that  year.  Paragraph  (3)*  contains  an  ex- 
ception to  the  three  percent  requirement:  if  Jtlrff  number  of  federally- 
connected  children  in  its  schools  is  at  least  4<T(k 

ParSyraph  (3)  of  section  3(a)  of  .the  bill  is  the  equivalent "of  section' 
3(c)  in  current  law.  Such  paragraph  (3)  is,  in  substance,^  identical " 
with  paragraph^  ^(1)  and  _(2)  (A)  (i)  .of  section  '3  (c)  in 'current 'law.  The'*' 
remainder  of  the  provisions  of  section  3(c)   is  omitted.     TheyP  are.— 

(1)  division  (ii)  of..section  3(c)(2)(A),  which  makes  special  provision 
for  the  eligibility  of  local  educational  agencies  which  have  *  been 
eligible,  but  fail  in  any^ear  to  meet  the  'three  percent  eligibility 
requirement  (the  so-callecT*Pur tell  Amendment") ; 

.(2)  division  ,  (iii)  of  ^section  '3  (c)  (2)  *(A)^  which  allows  the  waiver*  of 
that  eligibility  requirement;  ai)d  *       ,  " 

'  {  —  —   *        ^  -- 

(3)  subparagraph  (B)  of  seciton  3{c}(2),  whicji  is  a.  special  eligibili- 
ty requirement  for  refugee  children. 

The   first   two  special  eligibility  provisions  would  be* eliminated  in 
order  to  simplify  eligibility  requirements.     These  two  provisions  are 
'subsumed  in  the  new  section  3(d)- of -the  bill.  * 

*  » 
The-  special  provisions   for. refugee   children   is  made   unnecessary  by 
reason  of  newjsection  4  of  the  bilj.. 


t     ^  ^  DEFINITIONS 

.Paragraph  (4)  of  subsection  Caj^  contains  necessary  definitions ,  for  the 
terms  use£  in  section^ 3.  *Five  terms  are  defined:  "Federal  property*; 
"local^ducational  agency";  "free  public  education";  "State";  and 
"Irfdiah  lands." 

% 

Clause  (A)  of  paragraph  (4)  defines  the  eerm  "Federal  property"  as  any 
real  property  in  any  State  which  is  not  subject  to  taxation  by  'the 
States  or  their  political  subdivisions  by  reason  of  Federal  law.  & 

Clause  (A)  is  based  upon  Recommendation  III. 
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Clause  "(A)    is   the  equivalent  of  section  ^403  (1)    in  current  law  wh'iclT 
defines, the  term  "Federal  property."  •  The  new  definition  is  a  simplifi- 
cation of  the  current  definition 'and  differs  from  current,  law  in  that  — 

(1)  the  prop^t^  must^e/located  in  "a  State,  as  defined  In  clause  (t) 
,  of  paragraph  (4.)  1  (which  does  not  inclQde  the  District  of  Columbia  nor. 
any  of  th^outlying  .areas)  i        *    *  1 

<2)  current 'law  considers  Federal  property  to  continue ,tg  .be  Such  for 4 
one  year  after  it  has  been  transferred,  while  the(new  definition  ctoes 

(3)  the  current  definition  iftcludes^Air  Force  flight  training  schools 
at  airports  owned  by  the  States  for' their  subdivisions),  while  the^new 
definition  do4s  not;  an'd-  *   '  * 

(4)  current-law  does hot  include  property  .owned  by  the  Postal  Service, 
while   the   new  definition  does   include  that*  property  if   it  is  not 
'subject  to  taxation*^     *  * 

With  regard '  to  taxablp  Interests  in  Federal  property,  the  fact  tjhat  a 
State  may  tax  ah  interest  in^'Federal  property  does-not  defeajt  its  status 
as  Federal  grfc^erty;  \hgweverj  revenues  from  taxing  -such  interest  are 
deductible  under  sectlbn-3 (b)  t4)>  ctf  the  bill*  r.'"s*.        r     " . 

Clause  (B)  oft  paragraph  (4)  defines  the  term  "local  educational, age ncjf 
^^i^9J**A  of  education^(or  -  other  legally  constituted  Ipcal  'School* 
authority)  having  *  administrative  control  and  direction  of  free  public 
fclemenbsfry  and  secondary  eduqati'on  through  grade  12  in  a  county,  town- 
ship, or  other  school  di-strict)  located  within  a.  State,  the  term  "local 
educational  agency"  also  includes  ^ny* State  agency  which  directly 
'operates  $nd  maintains  facilities  for  providing  free  public  elementary 
and  secondary  education  through  ^grade  f2.  •• 

This  definition. is- the  same  as  that  in  section  "403(B) (A>  in  current  law. 

Clause  (C)  of  paragraph' (4)  defines. the  term  "free  public  education"  as 
education  which  ^is  provided^  at  public  expense,  under  public  supervision 
and  direction,  without  tuition  charge,  &nd  which;  is  provided  as  elemen- 
tary or  secondary  school  education.  f 

^  'i 

\ 

This   fs  the  same  definition  as   is  in  section,  403(4)    in  current*' law. 

as  meaning  any  one 


Clause  (D)  of  paragraph  (4)  defines  the  term  "State", 
of  the- fifty  States  in.  the  United'  States.         *   s  % 


Thts  definition  differs  from  current  law  in  that  it  9*cludes  the  Dis- 
trict of  Columbia  arid  the  outlying  areas. 


Clause,  (E)  of  paragraph^)  defines  the  term  "Indian  lands"  as  real 
property  either  held*in  trust  by  the  United  States,  for  individual 
Indians  or  Indian  tribes  or  held  by  individual"  Indians  or  Indian  tribes 
which  is  subject  to  restrictions  on  alienation  imposed  by  the  United 
^States.  •  •  * 

This  definition  is  derived  from  section  403  pi )  (A)   in  current  law. 

* 


AMOUNTS  OF  ENTITLEMENTS  • 

Subsection  (b)  of.  section  3  determines  the  amounts  of  the  entitlements  ' 
created  under  subsection  (a).  ,  This i  subsection-  has  four  paragraphs: 
paragraph  (1)'  states  that  the  amount 'of  the  payments  is  based  upon  a  % 
Federal  contribution  rate";  paragraph  (2)  determines  the  means  by  which 
the  Federal  contribution  rate  'is  computed  using  "adequate  level  of 
education"  as  a  standard;  paragraph  (3)  controls  the  manner  in  which  an 
adequate, level  of  education  is  determined;  and  paragraph  '(4)  provides 
for  reduction  of  the  amounts  of  entitlement's. 

Subsection'  (b)   and  subsection   (c)   of  section  3   should  be  considered 
' together.     While  subsection    (b)   contains  a  rule*  for  determining  the 
amounts  of  entitlements,  subsection  (c)'  creates  exceptions  to  that  rulev% 
'These  two  subsection?  reorganM,  and' are  the  equivalent"  of ,  sections  2 
.and  3(d)  of  current  law.    The  following  table , indicates  the  comparabili- 
ty of  those  provisions  between  current  law  and  the  bill. 

Current  Law      ^J"  Proposed 

Sec-  2  >«• ..-../  Secj3(c)(1) 

•    Sec.  3(d)  (1)  ...f  Set.  3(b)(1)  4— 

Sec.  3(d) (2)  (B)   sec.  3(c) (2) 

Sec.  3(d)(2)(C)  and  (D)  . . . -Sec.  ,3  (b)  (3)  (C)  and  (D)  • 

Sec.  3(d)(3)  Sec.  3(b)(2),  (3)  (A)  and  (H) 

No  provision  ..-   Sec.  3(b)(4) 

«  •  <  •  - 

COMPUTATION  OF  AMOUNT  OF  ENTITLEMENT 

Paragraph  (1)  of  subsection  (b)  provides  that  the  amount  of  the  payment 
tQ  which  any  local  educational  agency  is  to  be  entitle^  fcfr  any  fiscal 
year^  is  to  be  equal  to<*he  total  number  of  ffederaly-connected  children 
for  -whom  that  local  "educational  agency  provided  free  public  education 
during  that  year  multiplied  by"  50  percent  of  the  Federal  contribution 
sate  (FCR)  for  that  local  educational  agency  for  suqh  year. 

Paragraph         is  the  same  as  paragraph  (1)  of  section  ~3  (d)   in  current 
law,  except  that  ~ 
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(1)  the  terp  "Federal  contribution  rate"  (PCR)  is  used  instead  of 
"local  contribution  rate"  (LCR);' and 

(2)  a  uniform  50  percent  of  FCR  is  "used  for  computation  of  entitle- 
ments^jstead  of  the  ^ariabie  percentages^sised  in  currertt  law.** 

These  changes  reflect  the  policies  of  Recommendations  Vir(t){a),  (b) « 
aryi  (c)  •  -  ' 


It  shpuld  be  noted  that  xthe  •tier*-  system  of  payments  in  current  law 
uses  the  variable  percentages  of  LCR  as  i* means  bf  setting  priorities  3bn 
:  making  payments.    Since  Recommendation  VIII  states"  a  policy  incdnsi stent 
with  the  "tier*_  system,  these  variable  percentages  are  not  necessary. 

Common  practice  has  beer*  "to  use  clause  (A)  of  section  3(d)(1),  of  current 
law  as  a  definition  of  a  heavily  Impacted  school  district.  Provision 
for  sudh  a  definition  is  mad£k  in  section  3(c)  of  the  bill.  m.  • 

Paragraph  (1)  is  derived  front'  Recommendation  VII  (1)  (a)  and  (b) . 

*  Paragraphs  (2)  and  {3)  of  subsection  (b)  are  the  equivalent  of  paragraph 
(3)  of- section  3(d)*  in  current^  law-.  H 


PEDERAL,  CONTRIBUTION  RATE 

Paragraph  (2)  of  .subsection  (b)  provided*  that  the  Pederal  contribution 
rate  for  any  local  educaitonal  agency  for  any  fiscal  year  is  to  be  an 
amount  equal  to  the  difference  between  an  amount  determined  to  be 
necessary  to  provide^**  adequate  level  of  education  and  an  amount 
contributed  to  that  agency  by  the  State.  —These  amounts  are  calculated 
on  a  per-pupir  basis;  and  the  State  contribution  must  be  for  the  purpose 
of  assisting  £n  the  maintenance  and  operation  of  the  local  educational 
agency's  schools.  This  paragraph  contains  an  exception  to  the  general, 
rule  on  computing  FCR:  FCR  for  any  J#£al  ^ideational  agency  in  any  State 
may  not*  be  less  than  50  percent  of  the  average  per-pupil  expenditure  in 
that  State. 

i  *  -  '  . 

This  provisidn  is  substantially  different  from  its  comparable  provision 

in  current  law  in  that  thfc  "comparable  school  distict*  method  for 

computing   LCR  would   not   be   continued  and  that  t&e  approach  for  th£«9s* 

present  minimum  LCR's  (Stat&  or  national  average  per-pupil  expenditures) 

would  become  the  basis  for  computing  FCR.  ,  ' 

The  special  provision  for  computing.  LCR  in  outlying  areas  and.  single 
school  district  States  is  omitted,  as  being  unnecessary  in  light  of  the 
changes  in  the  method  for  competing  'entitlements  and  in  the  definition 
of  State. 


Paragraph   (2)    is  derived  from  Recommendation  VXX(T)(d)#    (e) ,  and  (ff 
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ADEQUATE  LEVEL  OF  EDUCATION 


•  Paragraph  (3)  of  subsection  (a)  provides'  for  determining  -  the  amount 
necessary  for  'an  adequate  level  of  education.  This  paragraph  has  two 
subparagraphs:  subparagraph  (A)  contains  the  .formula  fbr  determining  the 
amount?  and  subparagraph  ,{B)¥def ines  or  clarifies  the  terms  used  in  that 
formula.  * 

Subparagraph  (A)  of  paragraph  (3)  provides  that,  for  the  purposes  of 
section  3,  the  amount  per  pupil  necessary  to  provide  an*  adequate  level 
of  education  in  the  schools  of  a  local  educational  agency  in  a  State  for 
any  fiscal  year  is  to  be  equal  to  *he  average  per-pupil  expenditure  for 
.that  year   in  that  State  or  in  all  the  States,  whichever  is  greater. 

TISls  subparagraph  *  is  the  equivalent  of  the  minimum  LCR  provision  in 
\^sp&Qon  3(d)(3)  in  current  law*  -  ■  \ 

^Subparagraph  (A)  is  'derived  from  Recommendation  VII  (1)  (g) . 

Subparagraph  (B)  x>£  paragraph  (3)  defines  the  terms  'average  per-pupil 
expenditure*,  and  "current  expenditures,"  and  it  permits  the  use  of 
average  daily  membership,  as  well  as  "average^  daily  attendance. 

This  subparagraph'  is  the,  equivalent  of  subparagraph^  (C)  of  section 
3(d) (3)  in  current  law.  f  < 

Clause  (i)  of  subparagraph  (Br^d'efines  the  -  term  -  "average  per-pupil 
eicpenditure"  'for  the  purposes  of  section  3.  Such  term,  when  used  in 
connection  jtith  a  State  for  any  fiscal  year,  is  to  be  the  quotient 
obtained  by  dividing  current  expenditures  by  the  number  of  children  irt 
average  daily  attendance  at  schools ♦  The  aggregate  current  expenditures 
of  all  local  educatibnial  Agencies  in  the  State  are  divided  by  the 
aggregate  number  of  children  in  average  daiiy  attendance  for  whom^ach  ■ 
local  educational  agencies  provide  free  public  education  in  the  year  for 
wh^ch  the  calculation  is  made. 


This  definition   is  derived  4rom  subparagraph    (C) (i)   in  cuftent  law; 

Clause  (ii)  of  subparagraph  (B)  defines  "current  expenditures"  as 
meaning  expenditures  for  administration,  instruction,  attendance  and 
health  services,  pupil  transportation  services,  operation  and  mainte- 
nance of  plant,  fixed  charges  and  net  expenditures  to  cover  deficits  for 
food  services  and  student,  body  activities.  The  definition  expressly 
excludes  expenditures  for  community  services,  capitai^outlay,  and  debt 
services;  ^lso  excluded  are  expenditures  from  funds  granted  under  the 
Elementary  and  Secondary  Education  Act  of  19651 

This  clause  is  derived  from  section  403(5)  ^.n  current  law. 
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Clause  (ijij  of' subparagraph  (B)  makes,  provision  for  determining  the 
numbers  of  children  in  attendance  at  schools  and  average  daily  attend- 
ance. This  clause  provides  that  the  number  of  children  in  attendance  at 
the  schools  of  a  local  educational  'agency  irS'  to  be  determined  on  the 
basis  of  average  daily  attendance  of  children  in  ,such  schools •  Xt  also 
provides  that  average  daily  attendance  is  tQ  be  determine^  in  accordance 
with  the  appropriate  State  law;  however,  such  determination  is  to  be 
subject  J:o  such  regulations  (promulgated  by  the  Secretary  of  Education) 
as  may  be  necessary  for  the  purposes  of  section  3.  *  Clause  (iii)  re* 
quires  that  such  regulations  permit  the  use  of  data  based  on  average 
daily  membership  in  lieu  of  average  daily  attendance  when  appropriate. 
Clause  (iii)  also  requires  that  such  regulations  provide  for  equitable 
treatment ^between  local  educational  agencies  when  children  are  in 
attendance  at  the  schools  of  a  local  educational  agency  under  agreements' 
between  local  educational  agencies  concerning  tuition  payments  for  such 
children*  (  /* 

Clause  (iii)  is  based  upon  section  403(10)  in  current  law. 

Sufep&ragraph  (C)  of  paragraph  (3)  provides  for  exceptions  in  determining 
the  amounts  necessary*  for  providing  an* adequate  level  of  education  for 
some  categories  of  feder^Jly-connected  children.  . 

The  first  sentence  of  subparagraph  (C)  provides  that  in  '  cases  where 
federally-connected  i^children  in  Mttendance  at  the  schools  of  a  local 
educational  agency  in  any  Sta£#  have  educational  needs  which  are  so 
substantially  differ enc  from  fcjie/  needs  of  children  in  public  schools/  in 
general,  as  to  require,  in  orger  to  meet  those  needs,  an  expenditure  of 
funds  greater  than  that  provided  in  subparagraph  (A)  of  paragraph  (B) , 
subparagraph  (C)8  required  that  the  amount  determined  necessary  to 
provJ.de  an  adequate  level  of  education  for  that  category  of  children  in 
the  schools  of  that  agency  be  increased  accordingly.  / 

This  subparagraph  (together  with  the  following  subparagraph)  is  based 
upon  the  concepts  underlying  subparagraphs  (C)  and  (D)  of  section 
3(d)(2)  in  current* law  (which  subparagraphs  make  special  upward  adjust- 
ments Jj\_the  LCR  for  children  living  on  Indian  lands  and  handicapped, 
military  dependents) .  The  new 'language  permits  s&ch  adjustments  when- 
ever costs  of  education  require  special  treatment  of  a  group  or  category 
of  children. 

The  categories  selected  for  adjustments  under  this  subparagraph  ma^  be 
determiried  on  the  basis  of  the 4  type  of  property  with  which  children  are 
connected  or-  on  the  basis  of  educational  needs.  ,  -r 

f 

In  spmjs  ^  instances v  children  'in  Individual  school  districts  may  merit  a 
special  adjustment*  if  unusual  circumstances  in,  that  district  cause 
increased  costs^pf  education.      It   is  expected  'that  children  in  many 

%  . 

  *  t 


heavily  impacted  school  districts  would  qualify  Ifor  adjustments,  under 
'this  subparagraph  detemrined  on  the  basis  of  Individual  local  education- 
al agencies*  */ 

The  second  sentence  of  subparagraph  (C)  requires  that  adjustments  undet 
that  subparagraph  —  A  / 

(1)  be  based  upon  criteria  established  specifically  for  the  purpose 
of  making  such  adjustments?     '  *  »  'J 

(2)  be  the  result  of  a  petition  for  an  adjustment  by  one  o%  more 
local  educational  agencies  for  a  specif ip  fiscal ^ear;  and 

(3)  include  adequate  consideration  of  tire  cost  to  .a*  local  educa- 
tional agency  of  preparing  fdr,  and  submitting, -an  application  for 
a  payment  on^a  section  3  entitlement,      *  / 

Application  costs  under  clause  (iii)  of  subparagraph  (C)  are'  included 
because  of  the  considerable  costs  which  may  be  inched  by  a  local 
educational  agency  in  petitioning  for  an  adjustment  and  gathering  the 
information  necessary  to  support  the  petition,  which  information  may 
include  the  results  of  an  economic  impact  „study.  *  .%  - 

X$  should  be  noted  that  actions  by  the  Secretary  (or  failures  to  act) 
are  subject  to  review  under  section  5{e)  of  the°bill. 

Subparagraph  (C)  is  based  upon  Recommendations  in  section  IV  and 
Recommendation  VII (2) .  ,  s 

Subparagraph  (D)  of  paragraph  (3)  makes .  a  statutory  determination  that 
certain  categories  of*  children  are  within  the  exception  set  -out  in 
subparagraph  (C)  of  paragrafSH\(3)  .  ^  ,In  the -Oases  of  children  who  have 
parents  in  the  uniformed  services,  those  who  live  oh  Indian  lands  and 
those  wfro!  live  on  'low-rent  public  housing  property,  subparagraph  (B) 
requires*  that  they  be  dqemed  to  have  educational  needs  of  the  type 
described  in  subparagraph  (C)  and  that  the  amount  necessary  to  provide, 
an  adequate  level  of •  education  be  adjusted  upward.  % 


DEDUCTIONS  FOR  CERTAIN  REVENUES 

Paragraph  (4)  of  subsection  (b?  provides  for  deducting  certain  revenues 
from  the  entitlements  of  certain  local  educational  agencies . '  This 
paragraph  contains  two  subparagraphs t  subparagraph  .(A)  relates  to 
deductions  for  in-lieu  of  taxes  payments;  end  subparagraph  (B)  re^abes 
to  deductions  for  taxable  'interests  in  Federal  property. 

Paragraph  (4)  is  based  upon  Recommendation  VII (6). 


4  .-(•  * 
Subparagraph  (A^of  paragraph  (4)  requires  tihat  an  amount  be  deducted 
from  the  .entitlement  of  a  llocil  educational  agency  computed  undei* 
subsectidn  (b)  for  any  fiscal  yfear  which  is  equal -  to  the  eyaount  that 
agency  actually  receives  as  an  ip-lieu  of~  taxes  payment, from  any  "Federal 
agency  with  respect  to  an?  Federal  property  in  the  school  district  of 
tbnt  agency  for  that  fiscal  .year.  % 

Subparagraph  -(B)' of  paragraph  (4)  .requires  that  an  amount  -Be  deducted 
tjcpn  tjie  entitlement  of*  a  local- educational  agency  .computed  under 
subsection  (b)  for  'any  fiscal,  year  which  is  a  equal  to  the  amount  that 
agency  actually -'receives  from'  tl^e*  taxation  of  interests  -in  Federal 
property  for  tnafc.  fiscal  year-..  m  ,?  *v  * 


EXCEFTIQNS  TOR  HEAVILY  BURDENED  L&CAL  EDUCATIONAL  AGENCIES 

Subsection  (c)  of  section* 3  provides  for  two  exceptions  to -the  manner  in 
whiqh  entitlements  are  computed  under  subsection^  (b) .  Subsection  (c) 
jtrefets  th£s£  exceptions  in*  tW  paragraphs:  "paragraph:  p)  relates  to 
local  educational  ^agencies  in  tfje  school  -districts  of  which  there  is 
epetenstve  Federal*  property,  *nd  paragraph  (2)  relates,  *to  local  educa- 
tional amncies  having  high .  percentages  of  federally-connected  children 
in  attendance  at  their  schools? 


LOCAL  EDUCATIONAL  AGENCIES  WITH  SCHOOL  DISTRICTS 
WI£H  SUBSTANTIAL  FEDERAL  PROPERTY 

Paragraph  (1)  of  subsection  (c)  sets  the  conditions  for  special  treat- 
ment of  local  educational  agencies  which  are.  impaired  \.in  their  ability 
'to  provide  ran  adequate  level  of  education  for  the  children  in  attendance 
at  their  schools  because- of  the  existence -of  extensive  Federil  property 
in  their  school  districts.  This  paragraph  contains  thsee  subparagraphs: 
subparagraph  (A)  states  this  conditions  fbr  eligibility  for  special 
treatment  and  directs  that  those  eligible  be  given  special  treatment  in 
accordance  with  criteria  established  for  such  purpose;  subparagraph  (3) 
sets  the  standards  for  those  criteria;  and  subparagraph  (C)  creates  a 
presumption  of  eligibility,  in  favor  of  local  educational  agencies  having, 
school  districts  having  a  substantial  part  of  their  area  falling  within 
the  definition  of  "Federal  j?rop€rty." 

'       '  '  %  '  ,  r 

Paragraph   (1)   is  comparable  with  section-  2.  of  current  law*  Substan- 
tively r>  paragraph  (1)  differs  from  the  current  section  2  by  recognizing^ 
that  mere  exemption4fof  real  property  from  taxation  may  constituent 
such  a  "substantial  burden*  upon  a  local  educational  agency  that  itrpay 
not  be  able  to  provide  the-children  in  its  schools  an  adequate  level  of 
education,  #  ^ 
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Subparagraph  (A)  of  paragraph  CD  requires  that  the  entitlements  of  a 
local educational  agency be  dftermined  in  accordance  with  criteria 
established  specifically  for  the  purposes  of  p&ragraph  (1)  of  subsection 
(c)  if  the  ability  of  that  local  educational  agency  to  provide  an 
adequate  level  of  education  for  all  - th#  children  in  attendance  at  its 
schools  is  seriously  impaired  by  reason  of  the  existence,  within  thfe1 
school  *  district* of  that  local  educational  agency,  of  a  substantial  area 
of  Federal  property.  The  criteria  so  established  are  to  be  designed  to 
insure  that  sufficient  funds  are  available  to  the  agency  tc*.  enable  such 
agency  to  provide  an  adequate  l§vel  of  education  for  those  children. 

Any  'local  educational  agency  may  make  application  under  paragraph  (1)  Z 
and  it  is  to  be  eligible  if  it  can  ,show  that  the  existence  of  Federal 
prbperty  in  its  school 'district  is^so  substantial  that,  because  of  its 
tajfc-exempt  status,  sufficient  funds  are  not  available*,  to  the  local 
educational  agency  to  enable  it  to  provide  the  children^  in  its  schools 
an  adequate  level  of  education.  ^ 

As  a  part  of  any  such  showing  it  is  expected  thatf  if  possible,  a 'local 
educational  agency  may  sondiict  an  economic  impact  study '  {of  the  type 
^required '.to  be  developed  under  section  2£d)  of  the  bill)  to  measure  the 
extent  of  the  Federal  burden,  '       *  / 

•  •   .  '     «  /  . 

Subparagraph  (B)  of  paragraph  (1)  controls  the  criteria  required  to  be 
established  under  subparagraph  (A) , 

~The  first  sentence  of  subparagraph,  (B)  sets  a  minimum  for  such  criteria,^ 
Such  criteria  are  to  make  provision  to  insure  that  the  funds  available 
to  *  a  local*  educational  -  agency  in  a  Sta£e  are  at  least  equal  to  the 
product  of  an  average  £er-pupil  expenditure  and  a  number  of  children 
described  in  clauses  (i)-^pd  of  subparagraph  (B) .  '  <■ 

Clause  (i)  of  subparagraph  (B)  sets1  the  figure  for  average  per-pupil 
expenditures  for  a  local  educational  agency  as  being  not  less  than 
either  *the  average  per-pupil  expenditure  for  the  State  in  which  it  is 
located  or  the  national  average  per-pupil  expenditure, , 

Clause  (ii)  of  subparagraph  {B)  *frrovides  that  tfie*  number  of  children 
counted  for  determining  the  minimum  entitlement  is  to  be  all  of  the 
-children  in  "attendance  at  the  schools  of  the  local  educational  agency. 

The  second  sentence  of  subparagraph *(B)  provides  additional  factors 
which  are  to  be  taken  into  consideration  in  establishing  criteria  under 
paragraph  ^(D  •  Such  criteria  are  to  take  into  consideration  at  least 
such  additional  factors  as  —  ^ 

(D  the  amount  of  revenue  which  yould  be  available  tp  a  local  educa- 
tional agency-if  the  Federal  property  in  its  school  district  were 
taxed  at  the  same  rate  as  other  similar  real  property  in  its  district 
is  actually  being  taxed,? 
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(2)  the  educational  needs  of  the  children  in  attendance  at  the  school 
of  a  local  educational  agency;  and 

[2\  any  unusual  geographical  features  of  the  school  district  of  a 
local  educational  agency  which  increase  the  cost  of  -education  for  the 
local  educational  agency* 

Existing  law  requires  that  two  factors  be  taken  into  consideration  in 
determining  the  amount  of  a  payment  under  section  2: 

*  -  1 

(1)  the  amount  of  the  continuing  Federal  responsibility  for  the 
additional  financial  burden  placed  on  the  agency;  and 

(2)  the  amount  the  local  educational  agency  would  have  derived  from 
the  property  if  it  were  taxed • m 

The  second  sentence  of,  paragraph  (1)*(B)  does  not  continue  the  first 
factor ,  since  this  factor  is  to  be  taken  into  consideration  in  determin- 
ing "  the  agency's  eligibility  under  subparagraph   (A)  of  paragraph  (1). 

rfwo  new  factors  are  added  by  the  second  sentence  oi  subparagraph  s{B) , 
both  of  which  relate  ^o  the  cost  of t  education;  (1}  educational  needs, 
and  (2)  unusual  costs  caused  by  unusual  geographical  features  of  the 
school  district. 

II.  an  economic  impact  study  is  conducted  in  the  school  district,  the 
amount  of  the  Federal  burden  measured  by  that  study  would  be  a  factor* 

Subparagraph  (C)  of  paragraph  (1)  creates  a  presumption  of  eligibility 
in  favor  of  any  local  educational  agency  in  the  district  of  which  at 
least  ten  perdent  of  the  real  property  is  Federal  property,  and  provides 
for  a  rebuttal  to  that  presumpti6n,  in  the  case  of  any  local  educational 
agency* 

*  * 

Existing  law  .{clauses  (1),  (2)*  and  {3)  of  section  2(a)}  contains  three 
requirements  for  eligibility  for  section  2  payments: 

(1)  the  United  States  must  have  acquired  real  property  in  the  local 
educational  agency1 s  school  district  (after  t938)  with  an  assessed 
valuation  at  the  time  of  acquisition  amounting  to  at  least  10  percent 
of  the  valuation  of  all  the  reed  property  in  that  district; 

(2)  >the  acquisition  must  have  placed  a  'substantial  and  continuing 
financial  burden;  and 

(3)  the  benefit  of  the  Federal  activities  .may  not  substantially 
compensate  the  local  educational  agency  for  the  Federal  burden* 


Subparagraph  (C^  of  paragraph  (1)  in  the  bill  is  the  equivalent  of  these 
three  clauses  of  the  current/  section  2  (a) .  ■  The  equivalent  -of  the  first 
factor  ■  becomes  $  threshold  for  -  the  creation  of  a  presumption  of  eli- 
gioility  which  may  be  rebutted  by  the  equivalents  of  the  other  two 
factors.  *  f 

The  first  sentence  of  subparagraph  ^C)  provide  that,  if  the  geographi- 
cal area-  of  the  Federal  property,  in  the  schbol  district  of  a  local 
educational  agency  has,  at  seise  time./  been^supject  to  State  or  local 
taxation  and  has  been  acquired  by  the  Federal  Government,  and  consti- 
tutes at  least  ten-percent  of  the  total  geographical  area^  of  the  school 
district  of  that  agency;  then  a  presumption  ^shall  lib  in  favOr  of  a 
determination  that  it  is  eligible  for  special  treatment  under1 paragraph 

This  threshold  for  creating  a  presumptiorTof  eligibility  differs  from 
the  fifcst  eligibility  factor  in  existing  law  in  three, respects t 

— 

(1)  'the  10-  percent  factor  is  geographical  ratjjer  than  a  percentage  of 
assessed  valuation; ' 

*  (2)  the  property  concerned  is  "Federal  property*  as  defined  in  section 
3,  rather  than  real /property  acquired  by  the  United  States^  and 

f 

(3)  current  law  requires  that  the  property  shall  have  b^ea  ^quired 
after  1538,  the  new  language  would  have  no  date1  but  would  provide  that 
the  property  should*  at  some  time,  have  been  subject  to  State  taxation 
and  have  Been  exempted  therefrom  by,  reason  of  its  becoming  Federal 
property. 

The  second  sentence,  of  subparagraph  (C)  provides  that  the  presumption 
created  by  the  ^first  sentence  thereof  may  be~rebutfced  only  by  conclusive 
evidence  that  — 

(1)  sufficient  funds  are"  available  to  the  local  educational  agency  to 
provide  an  adequate  level  of  education  for  all  the  children  in  attend- 

.  ance  at  its  schools;  or 

(2)  if  there  is  an  insufficiency  of  -funds  to  provide  such  a  level  of 
education,  such  insufficiency  Is  not  the  result  of  the  tax-exempt 
status  of  the  Federal  property  in  its  school  district;  or" 

(3)  the  liocal  educational  agency  is  being  substantially  compensated 
for  the  loss  of  revenue  resulting  fro®  the  existence  of  sudh*  Federal 
property  by  increases  in  revenue  accruing  to  sUch  agency  from  Federal 
activities  carried  out  with  respect  to  such  property,  f 

The  third  of  these  possible  rebuttals  is.  the  equivalent  of  the  third 
eligibility  factor  in  existing  law.  This  rebuttal  can  only  be  carried 
forward   by  conducting   an  economic   impact,  study  with  .  respect   to  the 
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Federal  activities  concerned.  Such  a  atudy  is  to  be  conducted  by  using 
a  model  of  the  type  directed  to  be  developed  in  section  2(d)  of  the 
bill.  '*  •  * 

* 

Paragraph  (1)  is  derived  from  Reconrmendation  VII  (3). 

# 

LOCAL  EDUCATIONAL  AGENCIES  WITH  SUBSTANTIAL  PERCENTAGES  OF  * 
FEDERALLY-CONNECTED  CHILDREN  IN  ATTENDANCE  AT  THEIR  SCHOOLS 

Paragraph  (2)  of  subsection  (c)  provides  for  special  treatmeht  for  local 
educational  agencies  in  the  schools  of  which  there  is  in  attendance  a 
high  percentage  of  federally-connected  children.  Paragraph  (2) .  has  a 
structure  which  is  parallel  with  that  of  paragraph  (1)  of  subsection  (c) 
inj  that  subparagraph  (A)  provides *  for  establishing  the  eligibility  of 
local  eduqational  agencies  for  specif  1  treatment;  subparagraph  (B)  sets 
standards  for  criteria  foe-  special  treatment;  and  subparagraph  (C)  deems 
certain  local  educational  agencies  to  be  eligible* 

Paragraph  (2)  is  comparable  with  subparagraph  {B\  of  section  3(d)(2)  in 
current  lav.^That  subparagraph  authorizes  section  4  entitlements  to  be 
iacreased  for  local  educational  agencies  having  in  attendance  at  their 
schools  a  number  .  of  .federally-connected  children  which  is  at  least  50 
percent  of  th£  total 'number  of  children  in  attendance  at  their  schools. 
In  the  case  of  any  such  agency,  if  4ts  regular  -section  3  entitlement 
(plus  other  funds  available'  to  the  local  educational  agency)  is  less 
than  the  amount  necessary  to  enable  that  agency  to  provide  a"  level  of 
education  equivalent  to  that  maintained  by  local. educational  agencies  in 
the  same  State  with  comparable  school  districts,  the  Secretary  is  to  in- 
crease the  entitlement  of  that  % agency  to,  the  ^extent  necessary  to  enable 
that  agency  to  provide  such  a  leypl  of  education.  %  * 

The  amount  to  whi^jj  an  entitlement  may  be  increased  is  not  to  exceed  the 
per-pupil  cost  of  ^  'providing  education  in  those  comparable  school  dis- 
tricts multiplied  by  the  number  bfr  federally-connected/  children  in  the 
schools  of  the  local  educational  ag'eney,  minus  the  amount,  per  pupil,  of 
State  aid  to  that  a^tency.  ,  4 . '  *  \$       t  a  a  \ 

In  accordance  with  ^Recommendation  .  VII  f4) ,  this  narrow,  seldom  used 
provision  in  existing  law  would  be  expanded  into  a  major  exception  to 
the^regular  sectipn  3  formula.        .  *     _    *  j  ■  *  9 

Subparagraph  (A)  of  paragraph  (2)  provides  that  any  local  educational 
agency  is  to  have  its  entitlement  under  section  3  determined  in  accord-, 
ance  with  criteria  established  for  ^the  purposes  of  paragraph  (2)  x>i  sub- 
section (c)  if  the  number  of  federally-connected  children  in  attendance 
at  the^  schools  of  such  agency  constitutes  such  a  substantival  percentage 
of  the'  total  number  of  children  in  attendance  at  such  schools  that  the 
amount  of   the  payment  such  agency  would  ^receive  on  JtheNbasis  of  its 
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entitlement,  under  subsection  (b),  would  not  be  sufficient  to  enable 
such  agency  to  provide  an  adequate  level  of  education  for  all  the 
children  in  attendance  at  its  schools.  Such  criteria. are  to  be  designed 
to  ensure  that  sufficient  funds-  are  to  be  available  to  such  agency  to 
enable  afich  agency  to  provide-  an  adequate  level  of  'education  for  such 
children.  d 

The  standards  for  determining  whether  a  percentage  of  federally-connect- 
ed children  is  so  substantial  as  to  make  *  regular  section  3  entitlement 
insufficient  to  provide  the  children  in  the  schoolman  adequate  level  of 
education  appears  ho  be  subjective.  Howeve*,  there^re  sufficient  ob- 
jective standards  Mailable  to  make  those  determinations  on  an  objective 
basis— objective  en6ugh  that  those  determinations  can  be  reviewed 
administratively  arid  judicially.  The  adequacy  of  the/ level  of  education 
will  have  been  established  under  subparagraph  (C)  of  subsection  (b)  {3)  ; 
the  amounts  available  from  non-Federal  sources  will  be  easily  estimated? 
and  the  amount  of  the  payment  on  the  reoular  entitlement  after  being 
reduced  undrfr  section  5(c)  can  be  estimated .  When  the  sum  of  the 
regular  payfcent  and  the  amounts  available  from  non-Federal  Sources  are 
not  sufficient  to  provide  an  adequate  level  of  educa^oipfbr  the  chil- 
dren in  the  schools  of  a  .local  educational  "agency ,  then  a  "prima  facie 
case  of  Eligibility  is  established  for  that  agency.  It  is  reasonable  to 
assume  Afrat 'the  more  payments  are  reduded  for  regular  entitlements,  the 
more  local  educational  agencies  ^ll^have  eligibility  under  subsection 
(c)./  '  >t   '  m 

Si#paragraph  (B)  of  paragraph  li)  requires  that  the  criteria  established* 
pursuant  to  subparagraph  (A)  iiake  provision  for  four  factors  which  are 
«t»t  in.fiour  clauses  (i)  through  {iv}  of  subparagraph  (E) . 

*     %        ■»  /  ' 

Clause  (i)  of  subparagraph/ (B)  requires  that  there  be  established,  as  a 
standard  for  computing  an/ entitlement,  an  amount  necessary  for  providing 
an  adequate  level  of  education  for  all  of  the  children  in  attendance  at 
the  schools  of  the  local  educational  agency.  That  level  of  education*  is 
to  be  determined  under  subparagraph  (C>  of  subsection  '(b) (3) . 

In  determining  thrf 'amount  of  thek  entitlement  of  any  local  educational 
agency  under  subsection  (c),  the  criteria  established  pursuant  to  this 
clause  become  the  standard  .against  which  the  financial  resources'^  the 
local  educational  .agency  are  measured.  The  amounts  established  under 
subparagraph  (C)  of  subsection  (b)  (3)  to  provide  an  adequate  level  of 
education #  for  federally-connected  children  in*  the  schools  of  local 
educational  agencies  under  sutfsefition  (c)  are  to  have  a  direct  effect  on* 
the  amounts  to,  which  lo$al  educational  agencies  are  so  entitled.      1  x 

Clause  (ii)  of  subparagraph  (B)  requires  that.,  th/^ criteria  take  into 
consideration  the^  effort,  tile  local  edu^ationa3>sg^ncy  is  making  to  raise 
revenues  from  its  local  sources/  ,  *  m  ' 
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Clause  (iii)  of  subparagraph  (B)  requires  that  the  criteria  take  intp 
consideration  the  resources  available  to  the  local  educational  agenc^ 
from  the  State  and  other  Federal  sources.  *  * 

Clause  (iv)  of  subparagraph*  (B)  requires  that  the  criteria  insufe  that 
the  per-pupil  expenditure  of  the  local  educational  agency  be  at  least 
equal  to  that  of  other  local  educational  *agencies  in  the  State  having 
school  districts  which  are  generally  comparable  with  that  of  the  local 
educational  agency* 

Subparagraph  (C)  of  paragraph  .  (2)  deems  local  educational  agencies  with 
certain  percentages  of  children  in , attendance  at  their  schools  to  *be 
eligible  fo^  special  treatment*  under  subparagraph  '(2)  .  /Those  percent- 
ages are  specified  in  clauses  (i)  and'(ii)  of  subparagraph  •  (C) . "  * 

,    *     *  * ,        '   •  % 
-    Clause  (i)  of-  subparagraph  (C)    specifies ,    as    being    autcjmatically  so 

eligible,  those  local  educatiQnal  agencies  having  in  attendance  at  their 

schools  a  number  of  children  who  both  reside  on,   and  reside  with  a 

gareftt  employed'  on,  Federal  property,  which  is  at*  least  equal  to  20 

t  percent  of  the  total  number  of  children  so  in  attendance* 

Clause  (ii)  of  subparagraph  (cf   specifies,    as   being   automatically  so 
eligible,  those  locai  educational  "agencies  having  in  attendance  at  their 
schools  a*  number  of  children  who  both  reside  on,   and  reside  with  a 
'  parent : employed  on,  Federal  property,  plus  one-half  of  those  who  either 

.  *  reside  on,  br^  reside  with  a  parent  employed  on,  Federal  property  which 

^is  at  least  equal  to  25  perqent  of  the  total  ntimber  of  ch-ildren  so  in 
attendance.  *  ^ 

£     »  *  WAIVER  AUTHORITY 


Subsection  (d)%  of  section^  provides  for  a  general  waiver  authority  in 
order  to  avoid  cases  of  undue  hardship*  This  subsection  requires  the 
establishment  of  procedures  and  criteria  for  determining  instances  where 
the  application  of  requirements  or  limitations  in  section  3  to  particu- 
lar local  educational  agencies  would  defeat  the  purposes  of  section  3* 
If  the  application  of  arfy  such  requirement  or  limitation  would  defeat 
the^purposes  of  section  3  with  respect  to  any  local  educational  agency, 
then  such  requirement  or  limitation  wouiS  be  waived  or  modified  for  the 
benefit  of  that  local  educational  agency.  The  criteria  established  are 
to  be  based  upon  the  findings  and  policies  stated  in  section  2  of  the 
bill;  and  the  criteria  are  to  take  into  consideration  hardships  result- 
ing from  any  failure  to  pay  .the  full  amounts  to  which  local  educational 
agencies,  are  entitled  under  sections  3  and  5* 

Subsection  (d)  is  a  consolidation  of  exceptions  and  waiver  authority  in 
sections  3(c) (2)  (A)  and  3(fe)  in  current  law  and  is  based  upon  a  policy 
in  favor  "of  simplification  of  the  law. 
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-     SECTION  4;  —  PAYMENTS  TO  LOCAL  EDUCATIONAL  AGENCIES  WITH 
RESJECT  TO  CHILDREN  WHO<'W  IN  ATTENDANCE  AT  THE  SCHOOLS 
THEREOF  BY  REASON  OP j/eDERAL  ACTIVITIES  OR#OLICIES 

Section  4  of  the  bill  authorizes  payments  to  local  educational  agencies 
which  are  providing  free  public  education  for  childten.  who-  are  in 

^  attendance  at  the  schools  of  such  agencies  by  reason  of  Federal  policy 
but  who  are  not- connected  with  Federal 'property,  ♦  This  section  contains 
five  subsections*  subsection  <a)  authorizes  entitlements?  subsection  (b) 

■  governs  the  amounts  ©^entitlements;  subsection  {c}  contains  administra- 
tive provisions?  subsection   (d)   states  the  conditions  for  eligibility; 

•  and  subsection  (e)  specifies  a  category  of  phildren  which  is  deemed  to 
be  in.  the  schools  of  a  local  educational  agency/  by  reason  of  Federal 
policy.  ^      I  t 

'      \       '  * 

The  text  of  section  4  reads  as^  follows:  \  * 

Sec.  4(a)  Each  local  educational  agency  sK&ll^'ba.  entitled,  under 
this  section,  to'  a  payment  for  each,  fiscal  year  ending  pHor  to  October 
1,  1984,  with  respect  to  each  child  who,  during  such  y&kr,  is  deter- 
mined,  in  accordahpe  with  regulations  promulgated  for  tnk  purposes  of 
this  section,-  to  be  in  attendance  at  the  schools  of  such  agency  by 
reason  of  Federal  activities  or  policies  and  with  respect  for' whom 
provision  is  not  made  'for  payments  under  section-  3  for  that  fiscal 
year* 

(b)  The  amount  of  the  payment  to  which  a  local ' educational  agency 

i  shall 'be  entitled  for  any  fiscal  year,   urkfer  this  section,  shall  be* 
determined  in  accordance** with  such  regulations,  which  regulations  shall' 
make  provision  for  paying  for  an, amount  equal  to  the  local  share  of  the 
cost  of  education  for  each  child  described  in  subsection  (a)  * 

(c)  (1)  To  the  extent  appropriate,   the  principles  underlying 
sect'i&n  3  shaft  be  used  in  developing  regulations  for  this  section. 
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^  (2)  For^the.  purposes  of  this  section,  the  'definitions  of  terms  used 
in  section  *Z  shalV  apply  to  similar  terms  used,  in  this  section. 

Yep  Ho  %occtl  educational  agency  shall  be  eligible  to  receive 
a  payment  wider  this  section  for  any  fiscal  year,  unless  the  number  of 
children  in  attendance  at  its  schools,  for  that  year,  who  are  described 
in  subsection  (a),  is  at  least  ten. 

(e)  For  the  purposes  of  subsection  (a),  any  child  who  is  jx  refugee 
in  tTie  United  States  under  .the  laws  of  the  United  States,  as  defined  by 
regulations,  and  wfao  is  in  attendance  at  the  schools  of  a  local  educa* 
tional  agency  shall  be  deemed  to  be  in  attendance  *  at  such  schools  by 
Treason  of  Federal  activities  or  policies. 


Subsection  (a)  of  section  4  provides  that  each  looaf^educational  agency 
is  to  be  entitled,  under  section  4,  .to  a  payment  for  each  fiscal  year 
ending  pribr  to  October  1$  1984,,with  respect  to  each  chi3H  who,  during 
such  year,  is  determined  *  to  'fee  in  attendance  at  the  schools  of  such 
agency  by  reason  of  Federal  activities  <oz  policies  and  with  respect  to 
whom  provision  is  not  made  for  payments  under  section  3  for  that  fiscal 
year.-  Such  determination  is  to  be  made  in  accordance  with  regulations 
promulgated  specifically  for  the  purposes  of  section  4.  Such  regula- 
tions are  expected  to  include,  as  being  in,*  attendance  aft  a  school  by 
reason  of  Federal  activities  or  policies,  any  group  or  category. of 
children  covered^under  section  4  £n  current  law* 

Subsection  (b)  of  section  4  provides  for  determining  the*  amounts  of  the 
payments  to  which  local  educational  agencies  are  entitled.  *  The  amount 
to  which  any  local  educational  agency  is  to  be  entitled  for  any  fiscal 
year  under  section  4  is  to  be  determined  in  accordance  with  regulations 
promulgated  for  the  purposes  of  section  4*  <Such  regulations  are  to  make 
provision  for  paying  tjo  each  local  educational  agency  an  amount*  equal  to 
the  local  share  of  the  cost  of  education  for  each  child  qualifying  under 
section  4.  * 

Subsection  (cf of  section  4  contains  administrative  provisions. 
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.  Subsection  .  (c)__  Is  designed   to  provide  ^guidance   to   the   Secretary  in  /  * 
t      ,         j  carrying  out  the  flexible  authority  granted  ander  section  4.  In'admin- 
'    isttfring-  section*  4  it  is  expected  that  all  of  t^ose  provisions  of 

*  V -^m       }     section  3'  except  those  .relating  to  Federal  property,  be  applied  to  any 

J/?  9*£Up  or  cfte^ory  of  ci?ild5en  determined  to  be  in  attendance  at  the 

^  -  schools  of  a* local  educational  agency  by  reason  of  Federal  activities  or 

policies.  / 

Paragraph  (1)  of  subsec^nj^)  provides  that,  to  the  extent  appropri-  ' 
ate'  the  principles  undjgf'Efing  section  3  are  to  be  used  in  developing 
.regulations  <for  the  administration  of  section  4. 

t  #  '  * 

Paragraph  12)  of  subsection  (c)  makes  the3  definitions  of  terms  useaT^in 
•  section  3^apply  to  sSUnilar  terms  used  in  section  4?i 

r  *  /\         *  m     -  : 

Subsection .(d)  of  section  4  controls  the  eligibility  of  local  education-  ft 
alt  agencies  for  payments  under  section  4,'  This  subsection  provides  that 
no   loca^  educational   agency   is   to  be   eligible   to  receive  a  payment 
^       under  section  4  'f or,  any  fiscal  y»r#  unless  the  number  of  children  in 
^'lOtt-  attendance  at  its  schools,  for  that  fiscal  year,  who  are  described  in 
'subsection  (a),  is  at  least  ten. 
*'  j# 

,  ^  Subsection -(e)  of  section  4  sterns  refugee  children  to  be  within  the-  , 
scopef  of  subsectiotf.  (a).  Suqh  section  provides  that,  |a>r  the  purposes^ 
of  subsection  (a)  6f  section  4,  arfy  child  who  is  a  refugee  in  the  United! 
*  stabes  -under  tfce'laws  of  the  United  States  (as  defined  by  regulations! 
•  %  -  grcanulgated  for  t{ie  purposes  of  section  4)  and  who' is  in  attendance  at  J 
the  *s?hools  of  a  local  educational  agency  is  to  be  deemed  'to  be  hrif 
attendance  at  such  schools  , by  reason  .of  Federal  activities  or  policies." 

'  f  . 
*  v         Section  4  is  'basqd  lapon  Recommendation  VI;  and  4it  is  a  sub£t¥fcute  for 
1    the  second  sentence  of  section  3{b)  and  Actons  4,  and  4A  in' current  law, 

SECTION  .5.  —  ADMINISTRATION;  APPLICATION;  , 
PAYMENTS;  APPEALS  AND  JUDICIAL  REVIEW 

•  *'  * 
Section  5  of  the  bill  contains  administrative  provisions  for  section  3 

.(and,   to  the  extent   not  provided   in   section   4,   for  section  4.  This 
section  contains  *f ive  subsections:  subsection  (a)  cffarges  the  Secretary 
of  Education  with,  the^esponsibility  for  administering*sections  3  and  4; 
subsection  (b)  governs  the  submission  aptf  approval  of  applications  under 
\  sections  3  and  4;   subsection   (c)   presides  for  making  payments  "on  the 

basis  of  such  applications f  subsection   (d)   governs  State  treatment"  of 
Impact  Aid  'payments   in  the  programs  of  State  aid   to  education;  and 
subsectionye)  provides  for  appeals  and  judicial  review  ofcJthe  actions, 
of  the  Secretary.  0  • 


I 'J    ■'  ■-.  •  ••  • 


/ 


The  text  of  section  5  reads  as  follows: 

Se&.  5(a).(l)  The  Secretly  of  Education  (hereinafter  referred  to  as 
the  "Secretary")  shall  be.  responsible  for  She  administration  of  the' 
programs  of  payments  to  local  educational  agencies  for  which  provisions 
are  made  under  sections  Z  and  4,  and  this  section  and  shall*  in  accord- 
ance with  section  431  of  the  General  Eduparton  Provisions  Act,  promul- 
gate such  .rules  and,  regulations  as  may  be  -nece^ary  to  carry  out.  the 

provisions  of  such  sections* 

*  * 

t(2)  Regulations  promulgated  pursuant  to  paragraph  (1)  shall  make 
provision  'for  making  determinations  respecting  entitlements  and  payments 
(and  the  amounts  thereof)  under  sections  3  and  4*  for  each  fiscal  year, 
on^the  basis  of  the  most-  recent  satisfactory  uniform  data  available* 
Such  regulations-  shall  provide  for  making  such  determinations  on  the 
basis  of  such  estimates  and  projections  of  statistical  data  as  may  be 
necessary  to  supplement  available  jd^ta  and  make  such  data  more  recent 
nearly  uniform,  except  that  determirvxtio^^based^upon  such  estimates  and 
projections  shalTjjf/tot  operate  to  deprive  any  IdcaX^educational  *  agency  of 
the  amount  gf^/he  payment  for  which  it  is  eliZfiSle,  for  any  fiscal  year, 
4  when  determinations  are  made  on  the  basis  of  actual  data. 

(b)(1)  Any  local  educational  agency  which  desires  to  receive  a. 
payment  under  section  3  or  4  for  any  fiscal  year  shall  submit  to  the 
Secretary  an  application  therefor,  in  accordance  with  regulations,  which 
^plication  shall  be  ir^such  form,  contain^such  information,  and  be  sub- 
mitted  at  such  time  and  in  such  manner  as  shall  be  prescribed  in^Ssnch 
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Zlatzons.  Such  regulations  shall  provide  that  all  determinations 
ssary  for- the  approval  af^applications  shall  be  wade  with\n  60  days 
after  the  date  before  which  they  are  to.  be: submitted  and  that  action  on 
approval  of  such  applications  shall  be  taken  not  later*  than  30.  days 
thereafter,  unless^ the  applicant  requests  a  delay  for  a  specific  period 
of  time.  The  Secretary  shall  approve  any  application  which  meets  the 
requirements  6f  the  appropriate  provisions  of  this  Act-. 

'(2)  (A)  Any  local  educational  agency  unking  an  application  under 
this  subsection  foryxmy  fiscal  ;year  with  respect  to  an  'entitlement 
created  on  the  basis  of  Indian  children  residing  on  Indian  lands^shall 
include  in  such  application  a  description  of  auch^policies  and  proce- 
dures established  by  such  agency  to  ensure  that  '— 

(i)  such  children  are  to  receive  an  adequate  level  of  educa- 
tion,  considering  the  special  educational  needs  of  such  children: 
Cii)  the  tribes  and  parents  of  such  '-children  -have  an  oppor- 
tunity to  review  the  application  and  present  their  views  thereon; 
and 

(Hi)  such  tribes  and  parents  are  cbnsulttd/ and  involved  in, 
the  development  and  operation  of  the  educational  program  designed 
to  provide  such  children  an  adequate  level  of  education. 
(B)  If  an  Indian  tribe,  or  its  designee,  having  a  child  in  attend- 
once  at  the  schools  of  a  local  Educational  agency,  files  a  complaint 
with  respect  to  -the  application  of  that  agency  subject  to  this-  para-^ 
graph,    the  Secretary  shall,   unless  the  Secretary  determines  that  the 
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complaint  is  frivolous  or  otherwise  without  substantial  merit,  disap- 
prove  such  application  and*  such  disapproval  shall  b^subject  to  adminis- 
trative  and  judicial  review*  as  provided'  in  this  Act,  except  thap  the 
tribe  /or  person  making  a  complaint  under  this  subparagraph  shall  be 
'  entitled*  to  present  evidence  to  sifyport  such  complaint;  and  for  such 
purposes,  a  complainant  under  this  subsection  shall  have  the  same  right 
of  review  as  a  local  educational  agency ♦  * 

LsJ(l)  Except  as  is  otherwise  provided  in  paragraph  the 
Secre-tary"  shall,  for  each' fiscal  year,  pay  to  fach  local  educational 

agency,,  which  has  submitted,  and  hps  had  approved,  an  application 

*  -* 
pursuant  to  subsection  (b)A  the  amount  to  whi4h  that  agency  is  entitled 

icndey section  >£~er  section  4  (or^oih),  as  the  case  may  be*  Sums 
appropriated, I  for  afty  fiscal  year,  ^to  'enable-  the  Secretary  to  make 
payments  wiihS^espect  to  such  an  application  shall,  once  appropriated, 
remain  available,  no  SH ths tending  any  other  provision  of  law  (unless 
enacted  expressly  in  specific  limitation  of  this  paragraph) ,  fop  obliga- 
tion and  payments  with  respect  to  such  application-  until  the  full  amount 
due  on  such  application  is  paid* 

(2)  (A)  Notwithstanding  section  3679  of  the  Revised  Statutes  (31 
U*S*C.  665),  the'  Secretary  shall/  not  later  than  30  days  after  the 
beginning  of  each  fiscal  year,  make  a  preliminary  *  payment  to  ecuph  local 
educational  age-qcy^of  an  amount  equal  to  not  less  than  75  per  centum  of 
the  amount  the  Secretary  estimates*  tom  be  the,  amount  for  which0  such 
agency  i^  eligible  for  that  year  under  section  3  or  4  (or  both)* 


(B)  In  order  to.  be  eligible  for  a  preliminary  payment  for  any 

fiscally  ear  under  this  paragraph  a  local  ■  educational  agency  shall,  

.  (i)  submit  a  special  application  therefor;  and 
Hi)  have  received  a  payment  under  this  subsection  for  the 

*  1  preceding  fiscal  year* 

($)  If,  for  any  fiscal  year,   the  funds  appropriated  for  making 

payments  pursuant  to  paragraph  (1)  are  insufficient  to  pay  in  'full  ~the 

\ 

total  amounts  necessary  to  satisfy  all  the  entitlements  created  under, 
sections  3  and  4,  for  such  year,  the  Secretary  shall  ~ 

(A)  make  a  payment '(for  which  the  full  faith  and  credit  of  the 
United  States  is  pledged)  to  each  local  educational  agency  for 
vhich  an  entitlement  which  has  been  established  pursuant  to  subsec- 
tion  (c)  of  section  3  for  such  year  of  thep  amomt  T;o  which  it  is 
entitled  as  so  established;     *  ~~ 

(B)  from  the  remainder  of  such  funds,  pay  to- each  other  local 

educational  agency  an  amount  which  bears  the  same  ratio  tc~  its 

*  - 

entitlement  under  section  3  for  such  year  as  such  remainder  bears 
to  the  aggregate  of  <  the  unsatisfied  entitlements  created  under 
section  3  for  that  year;  and 

(C)  frpxr  funds  appropriated  for  rrnking  payments  on  entitle- 
ments created  under  section  4,-^pay  'an  amount  to  each  local  educa- 
tional agency,  eligible  for  such  a  payment,  in  accordance  with- the 
terms  of  the  Act  making  the  appropriation* 

*  (d)(1)  No  payment  under  ¥hie  section  shall  be  mute  to  any  local 
educational  agency  for  any  fiscal  year  in  any  State  if  ~ 


I 


J 
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'  -  *  (A)  thatt  State  Jias,  during  the  preceding  fiscal  year,t  taken 
into'  consideration  payments  under  this  section  in  determining  the 
eligibility  of  any  local  educational  agency  in  that  State  for  State 
aid  public  education  or  the  amount  of  such  a$dj 

(B)  thatrState  makes  such  State  aid  available  to  Ipcal  educa- 
tional  agencies  in  such  a  manner  as  to  result  in  less  State  aid  to 
any  focal  educational  agency  whigh  is  eligible  for  a  payment  under 
this  section*than  such  agency  Would  receive  if  such  agency  were  not 

,  so  eligible;  or  c  '      '  ' 

*  ■  *         -  v 

(C)  that  State  requires  or  permits  (i)  local  educational 
**     _                        agencies  to  spend  funds  from' a  payment  under  this  section  (or  other 

~     local  funds  based  On  the"  amount  of  such  payment)  for  any  purpose 
for  which  State  funds  (but  not  local  funds)  are  otherwise  mxde^ 
available,   or  (ii)  generat  purpose  units  of  local  government  to 
divert  such  payments  from  fiscally  dependent  local  educational 
agencies • 

(2)  (A)  Notwithstanding  the  prohibition  in  paragraph  (1),  States 
-  ^  '  .  ~« 

which  have  in  effect  ylans  ,.of  Stctte  aid  to  local  educational  agencies 

/  * 
uhich  are  designed  to  equalize,   and  have  the  effect  of  equalizing* 

average  per-pupil  expenditures  among  such  agencies,  are  to  be  permitted 

-  *  £ 

to  take  payments  vniir  this  section  *into  consideration  in  determining 
amount  of  State  aid  to  an  agency  .receiving  such  ^payments  if  — 
(i)  the  disparity  in  average  per-pupil  expenditures  by  the 
local  educational  agency  having  the  highest  per-pupil ,  expenditure 
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v  ■    %n  the  State  does  not  exceed  110  percentum  of  that  having  the 
lowest  per~pupil  expenditure  in  the  State;  .  * 

(ii)  the  average  per-pupil "expenditure  in  the  State  at  least 
equals  the  average  per-pupil  expenditure  in  all  the  States; 

(Hi)  the  Effect  of  taking  such  i&yifients  into  consideration 
would  not  be  to  reduce  the  per-pupil  ^expenditure  by  the  local 
educational  agency  to  a  level  Idwer  than  the  average  per-pupil 
expenditure  in  the  State;  and  j  *  ~* 

'  ,  (iv)  the  amount  of  such  payment  taken  into  consideration  may 
.  not  exceed  SO  percent  thereof.  "  .  . 

(B)  In  determining  the  local  educational  agency  having  the  highest 
average^er-pupil  expenditure  in  a  Stats,  any  local  educational  agency, 
which  (because  of  unusual  circumstances}  has  an  unusually  high  per-pupil 
expenditure  may  be  excluded,  except  that  the  number  of  local  educational 
agencie.s  so  excluded  in  any  State  may  not  have,  in  the  aggregate,  an 
average*  daily  membership  exceeding  two  percentum  of  the  average  daily 
membership  of  alt  the  local  educational  agencies  in  the  State. 

(C)  The  payment  to  any  local  educational  agency  having  an  entitle- 
ment established  under  subsection  (c)  of  section  3  shall  not,  in  any 
event,  be  taken  into  consi&efaticn  by  any  State  under  this  subsection* 

(3)  The,  terms.  "State -aid"  and  "equatize  expenditures"  as  used  in 
this  subsection  shall  be  defined  by  the  Secretary  by  regulation,  after 
consultation  with  State  and  local  educational  agencies  affected  by  this 
subsectprnt  Provided,  That  the  term  "equalise  expenditures"*  shall  not  be 
construed  in  any  manner  adverse  to  a  program  *of  State  aid  for  free 
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public  education  ykich  provides  for  talcing  into  consideration' the 
additional  cost  of  providing  free  public  education  for  particular  groups 
or  categories  of  pupils  in  meeting  the  special  educational  needs  of  such 
children  as  handicapped  children,  economically  disadvantaged^  those  who 
need  bilingual  education,  and  gifted  and  talented  children. 

(4)\a)  If  a  State  desires  to  take  payments  under  this  section  into 
consideration  as  provided  in  this  subsection  for  any  fiscal  year,  that 
State  shell,  not  later  than  sixty  days  prior  to,  the  beginning  of  such 
fiscal  year,  submit  notice  to  the  Secretary  of  its  intention  to  do  so. 
Such  notice  shall  be  in  such  form  and  be  accompanied  by  such  information 
as  to  enable  the  Secretary  to  determine  the  extent  to  which  the  program 
of  State  •  aid  of  that  State  is  consistent  wUh  the  provisions  of  this 
subsection.  In  addition,  such  notice  shall  be  accompanied  by  such 
evidence  as  the  Secretary*  finds  necessary  that  each  local  educational 

i 

agency  in  that  State  has  been  gipen  notice  of  the  intention  of  the 
State*  If  the «  Secretary  determines  that  the  program  of  State  aid  of  a 
State  submitting  notice  under  tnis  subparagraph  is  consistent  with  the 
provisions  of  this  subsection,  the  Secretary  shall  certify  such  determi- 
nation to  that  State.    j  • 

(B)  Prior  to  certifying  any  determination  under  subparagraph  (A) 
any  State  for  any  fiscat  year,  the  Secretary  shall  give  the  local 
educational  agencies  in  that  State  an  opportunity  for  a  hearing  at  which 
such  agencies  may  present  their  views  with  respect  to  the  consistency 
of  the  State  aid  program  of  that  .  State  with  the  provisions  of  this 
subsection.  /  - 
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(C)  The  Secretary  shall  not  finally  deny  to  any  State  for  any 
fiscal  year  certification  of  a  determination  under  'subparagraph  (A) 
without  first  giving  that  State  an  opportunity  for  a  hearing. 

(e)(1)  Any  local  educational  agency,  which  is  dissatisfied  with  an 
action  the  Secretary  under  section  3,  section  4**or  this  section, 
shall  be  entitled  to  administrative  and  judicial  review  as  ^pT*oif{Sed^in 
this  subsection.  A  failure  to  act  with  respect  to  an  application  within 
the  time  periods  specified  in  subsections  (t>)  and  (c)  shall  be  deemed, 
for  the  purposes  of  this  paragraph,  to  be  an  adverse  action  thereon* 

(2)  Any  local  educational  agency  which  desires  to  have  administra- 
tive review  of  an  action,  subject  to  review  under  this  subsection,  t  shaVl 
submit  an  application  for  review  thereof  to  the  Education  Appeal  Board 
(hereinafter  referred  to  lis  the  nBoardn),  established  under  section  451 
of  the  General  Education  Provisions* Act.  Upon  receipt  by  the  Board  of 
any  such  application,  the  Chairman  thereof  shall,  in  accordance  with  the 
provisions  6f  such  section  not  inconsistent  with  those  of  this  subsec- 
tion,  vmeduxtely  designate  a  panel,  of  three  members  to  conduct  such 
review  and  decide  the'  case  under  expedited  procedures,  to  which  vanel 
the  Board  shall  delegate  its  functions  with  respect  to  such  application* 
On  any  such  panel  4~  * 

(A)  no  member  shall  be  an  individual  in  the  full-time  employ- 
ment of  the  Federal  Government; 

(B)  no  member  shall  be  an  individual'  employed  by  a  local  edu- 
cational  agency  eligible  to  receive  jx  payment  under  this  section; 


*    .  fC9  7w?  member  shall  be  a  resident  of/  or.  employed  by^  the 

**  * 

State  in  wJtich  the  applicant  is  Xocatjad*  ^  ' 

T3J  4^y*tc?<5aJ  eiucatitfV&zZ  agrefcct/  whiffffhas  received  &  written 
I*  \_   ,                        •  +                     .   -  ^ 
notice  of  an  actiOn^^vxeWairl  e  under  this'  section  and  desires,  to  have 

^faction  Reviewed  shall*  within^  thirty  days  after' receipt  of  such 


notice,  submit  an  application  for  review*  The  failure  to  Receive  notice 
ofran  action  hhdll,  upon  an  allegation  of  such  failure  in ° an  application 

i  » 

for  review^  constitute  notice  if ,  in  accordance  wvth  procedures  detfel~ 
oped  by  the  Boards  .  a  reasonable  time  for  an  action  and  notice  thereof 
has  lapsed*  #  .  , 

„  j  J4)  The  Board  shall  have  the  aSSwrity*  in  grder  to  make  a  deei- 
sion,  to  review  all  natters  iff  laJ^and  fact  raised  in  an  application  for 
review;  and  its  decisions  shdtl,  unless  a  petition  for  judicial  review 
has  been  filed  within  thirty  days  ~ after  notice  of  a  decision  has  been 
received  by  the—applicant,  be  final  with  respect  to  both  the  Secretary 
and  the  applicant*  *  * 

Decisions  of_  the  Board  with  respect  to  applications  for  review 
under  this  subsection  shall  be  subject' to  review,  as  provided^  in  section 
45S  of  the  General  Education  Provisions  Act* 

(6)  In  any9  case  where  an  applicant  for  review*  is  the  prevailing 
party  (either  in  a  decision  by  the  Board  or  in  a  decision  upon  judicial1 
review)   the  applicant's  costs  for  such  review  ( including  any  ^damqgps  ^ 
incurred  .by  the  applicant}  shall  be  assessed  against  the  Secretary  by 
the  Board  or  the  courts  as  the  case  may  be;  end  such  applicant  shall  ^e. 
entitled  to  the  payment  of  such  costs*  j 


j     *     ,  .       ,  ADMINISTRATION 

Subsection  (a)  or  section  T  vests  in  the  Secretary  of  Education  the 
responsibility  for*  the '  administration  of  the  programs  authorized  by 
sections  3  and  4  and  make3  provision  fcfr  the  promulgation  of  necessary 
regulations.  This  section^ contains  two  paragraphs;  paragraph  (1) 
relates  to  administration? -  and  paragraph  (2)  gqverns  regulations. 

'  f 

REGULATIONS  1 

paragraph  (1)  of  subsection  (a)  provides  that  the  Secretary  of  Education 
is  to  be  responsible  for  the  administration  of  the  programs  of  payments 
to  local  educational  agencies  authorized  by  sections  3,  4,  and  5.  Such 
paragraph  also  requires  that  the  Secretary  promulgate  such  rules  and 
regulatidns  as  may  be  necessary  to  carry  out  the  provisions  of  such  sec- 
tions. Such  jrules  and  regulations  are  to  be  promulgated  in  accordance 
with  section.  431  of  the  General  Education  Provisions  Act  (20  D.S.C. 
1232).  .  J* 

Paragraph   (lj*is  comparable  with  'section  401(b)   of  Public  Law  "874  in 
existing  law.     Such  paragraph  includes  new  language  which  makes  clear, 
th^t   the  procedures  set  6ut   in   section  433  -  of  the  General  Education 
Provisions  Act  are  to%  be  used  in  promulgating  regul&tions:  under  para- 
graph' (1).    Those  procedures  require*that  — 4*  v  *  fc 

(1)  each  provision  of  a  regulation  'contain,  a  citation  of  the  ^egal 
authority  upon  which  it  is  based f 

(2)  there  be  delayed  effective  dates  on  regulations; 

,  ■  #  •  ■ 

(3)  during  that  delay,  there  be  an  opportunity  for  public  .comment  on 
proposed  regulations;  - 

(4)  regulations   be    enforced   uniformly   throughout   the  Nation;  ,  and 


(5)  there^be  an  opportunity  for  congressional'  determinations  respect- 
ing the  validity  of  such  regulations. 


ESTIMATES  OF  STATISTICAL  DATA 

Paragraph  (2)  of  subsection  (a)  provides  that  regulations  promulgated 
pursuant  to  paragraphed)  of  subsection  (a)  are  to  make  provision  £or 
making  payments  on  the  basis  of  the  most*  recent  satisfactory  uniform 
data,  available;  and  such  regulations  are  to  provide  for  making  such* 
estimates  and  projections  of  statistical  data  as  ma^  *  be  necessary. 
Paragraph  *\2)  contains  two  sentences t  the  first  requires  determinations 
to  be  made  on  the  basis  of  the  most  recent  data;  and  the  second  relates 
to  estimates. 


Paragraph  {2)  is 'comparable  with  section  3If)  of  existing  law.  Substan- 
tively* paragraph   (2)  contains  two  significant  policy  differences  from 
existing  law; 

(1)  Existing  law  uses  data  from  the  second  year  preceding  the  year .for 
.which  computations,  are  to  be  made.  Paragraph  {2}  requires  that  the 
^2ata  used  be  those  for  &e  most. recent  fiscal  year  for  which  satisfad- 

toty  uniform  data  are  available/* 

(2f  Existing ,  law-  simply  authorizes  the  use  of  estimates  in  making 
determinations.  Paragraph  {2)  requires  the  use  of  estimates  and*  the 
use  of  projections  of  statistical  data  when  projections  are  necessary 
to  make  satisfactory  uniform  data  available.  ^ 

fee  first  sentence  of  paragraph  (2)  requires  that  such  regulations  make 
provision  for  making  determinations  respecting  entitlements  and  payments 
(and  ther  amounts  of  such  entitlements  and  payments)  under  sections  1  and 
4/for  each  fiscal  year,  on  the  basis  of  the'  most  recent  satisfactory 
uniform^f^a^vailable  to  the  Secretary. 


 ^   Requires     that    such  regulations 

provide  for  making  such  determinations  on  the  basis  of*  such  estimates' 
and/projections  of N^tatistiad.  data  as  may  be  necessary  to  supplement 
available  data  and  make  sucfcf  data  more  recent  and  more  nearly  uniform. 
Such  socond  setotencA  contains  an  exception  to  the  requirement  that 
determinations  be  madron  they  basis  of  estimates  and  projections.  Such 
detef&inations  may  notNqger£xe  to  deprive  any  local  educational  agency^ 
of  the  amount  of  the  payment  to  which.it  is  eligible,  for  any  fiscal 
year7  when,  -at  some.T.ater  time , , determinations  are  made  on  the  basis  of 
^ actual  data.  t      '  v  - 


APPLICATIONS 

Subsection  (b)  of  section  S  governs  the  submission  and  approval  of 
a'pplications  for  payments  under  sections  3  and  4.  This  subsection 
contains  two  paragraphs:  paragraph  governs  all  applications?  and 

paragraph  (2)  relates  specifically  to  applications  for  payments  on  the 
basis  of"  entitlements  for  children  residing* on  Indian  lands. 


SUBMISSION  &ND  APPROVAL 

* 

Paragraph  (13  of  subsection  (b)  contains  three  sentence^:  the*  first 
sentence  controls  the  suJt^ission  of  applications;  tKe  Second  Sentence 
provides  for  the  time  of  their  approval;  arid  the  third  sentence  requires 
approval  of  applications.  m  •  « 
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The  first  sentence  of  paragraph  (1)  provides  that  any  local  educational, 
agency,  which*  desires  to  receive  a^ayment  under  section  3  or  A  for  atfy 
fiscal  year  is  to  .submit  to  the'  Secretary  an  application  for  such 
payment^  Such  applications  are  to  be  submitted  in  such-  form,  contain 
such  information ,  and  be  submitted  at  such  time  and  in  such  manner  as  is 
•/to  be  prescribed  in  regulations,    V  *   . 

This  sentence  is  the  equivalent  of  section  5(a)  in  current  law. 

The  second  sentence  of  paragraph  (1)  requires  that  the  regulations 
governing  the  submission  *  and  approval  of  applications  set  out  a  time- 
table for  actions  in- such  applications. ■  The  regulations  promulgated 
pursuant  to  paragraph  (1)  of  subsection  (a)  are  to  provide  for  making 
determinations  and  taking  action  with  respect  to* their  approval  prior  to 
specified  dates.  All  determinations  necessary  for  the  approval  of.  an 
application  must  be  made  within  60  davsaftet  the  date  set  in/the 
regulations  for  tfceir  submission.  FinaV^acnSfT^especting  the  approval 
of  applications  must  takg  place  not  *later  than *  30  days  after  jsuch 
necessary  determinations  are  made.  If  a$  applicant  requests  a  delay  in 
making  any  such  determin^ion  or  action  for  a  specific  period  of  time, 
then  those  determinations  and  that  action  may  be  delayed  for  such  period 
of  time.   *  r  .  • 

Iftis  sentence  has  no  equivalent  provision  in  current  law;  it  is*  made 
necessary,  in  order  to  effectuate  the  review  of  'procedures  in  section 

.-5(e).         •  _  , 

JEfag  third  sentence  of  paragraph  (1)  requires  that -  the  Secretary  approve 
any \application  which  meets  the  appropriate  ^requirements  of  the  aooro- 
priathr1  provisions  of  the  Impact  Aid  Act. 

This  sentence^  like  the  second  sentence,  is  made  necessary  by  the,  revietJ 
procedures  in  section  5(e).. 


.  APPLICATIONS  WITH  RESPECT  TO  INDIAN  CHILDREN 

Paragraph  (2)  of  subsection  t5)  contains  special  provisions  relating  to 
applications  for  payments  on  the  Jjasis  of  entitlements  for  children 
residing  on  'Indian  lands.  This  paragraph  contains  two  subparagraphs: 
subparagraph  (A)  relates  to  the  content  of  such,  applications?  and  sub- 
paragraph, (B>  sets  out  the  terms-  for  revieiland  appeals  of  disapproved 
applications. 

This  paragraph  is  comparable  with  section  5(b)(3)   in  current  law. 

*  .  * 

This  paragraph  simplifies  the  provisions  of  current,  law  because  the 
review  procedures  'in  section  5(c)   duplicate  those. in  current  law. 


Subparagraph  (A)  of  paragraph  (2)  provided  that  any  .local  educational 
agency  making  an  application  under  subsection  (b)  for  any  fiscal  year 
with  respect  to*  an  entitlement  created  on  'the  basis 4of  Indian9 children 
residing  on  Indian  lands  is  to  include  descriptions  of  special  policies 
andvprocedures  relating  to  the  education  of  such  children*  The  matters 
to  be  described  are  set  out  clauses  (i)  f  (ii)  and  (iii)  of  subpara- 
graph -(A) «  |  -     "  % 

i 

Clause  (i)  of  subparagraph , (A^  requires  that  such  an  application"  include 
a  description  of  such  policies  and  procedures  established  by  the  appli- 
cant local  educational  agency  which  are  designed  to  ensure  thatj Indian 
children  receiv%  an  adequate/ level  of  education,  taking  into  considera- 
tion the  special  educa^otfai  needs  of  such  children.  f . 

Clause  (ii)  of  subparagraph  (A)  requires  such  a  description  of  (poli$ies 
and  procedures  designed  to  ensure  that  the  ^-tribes  and  parents  of  Indian 
children  have  an  opportunity  to  review  the  Application  and  present  their 
views  on  the,  application. 

Clause  )  of  subparagraph  (A)  requires  that  such  tribes  and  parents 
be  consulted,"  and  involved  *in,  the  development  and  operation  of  the  edu- 
cational programs  designed  to  provide  Indian  children  with  an  adequate 
level  of  education. 

Subparagraph  (B)  of  paragraph  (2)  provides  for  disapproval -of  applica- 
tions subject  to  paragraph  (2)  ♦  Indian  tribe  (or  its  designee) 
having  a  child  in  attendance  at  the  schools  of  a  local  Educational 
agency  submitting  such  an  application  files  a  complaint  with  respect  to 
such  application  the  Secretary  must  disapprove  that  application,  unless 
the  Secretary  *  determines  that  the  complaint  is  frivolous  or  otherwise 
without  substantial  merit.  The  disapproved  application  is  then  subject 
to  appeals  and  judicial  review.  The  complainant  is  to  be  entitled  to 
present  evidencef^cT^upport  ^uch  a  complaint  and  is  to*  be  entitled  to 
review  as  if  the  complainant  wire  an  adversely  affected  local  education- 


al agency. 


PAYMENTS  TO  LOCAL  ED0CATIONAL  AGENCIES 


Subsection  (c)  of  section  5  controls  making  payments  on  the  basis  of 
entitlements  under  sections  3  and  4,  This  subsection  contains  three 
paragraphs:  paragraph  (1)  directs  that  payments  be  made;  paragraph  12) 
requires  preliminary  payments;  and  paragraph  (3)  allocates  funds  among 
^applications  when  appropriations  *are  insufficient  to  satisfy  all  enti- 
tlements. 

This  subsection* is  based  upon  Recommendation  VIII. 
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.V 

'  DIRECTION  TO  MAKE  PAYMENTS 

ragraph  (1)  of  subsection  (c)    crea        the,  legal   obligation    to  pay 
amounts  under  applications  and  reserves  the  sums  appropriated  for  making 
pa^ments^    The  first  sentence  of  paragraph  (1)  directs- the  Secretary  to* 
make  payments,  while  the  second  sentence  controls  the  availability  df 
appropriations  for  making  payments. 

The  first  sentence  of  paragraph  (1)  directs  the  Secretary  to  pay  to  each 
local  educational  agency  which  has  an  approved  application  the  amount  to 
which  that  local  educational  agency  is  entitled  under  that  application, 
as  approved.  This  direction  is  qualified'  in  that  it  is  made  subject  to 
paragraph  (3)  of  subsection  (c)  which  provides  for  paying  less  than  the 
full  entitlenfent^  wjien  funds  are  insufficient^ 

The  second  sentence  of  paragraph  (1)'  provides  that'*  fufids  appropriated 
for  making  payments  for  applications  approved  by  the  Secretary  are  to 
remain  available  foe  obligation  and  making  payments  until  those  payments 
are  made. 

This  sentence  is  comparable  with  the  first  sentence  of  section '5  (b)  (1) 
•in  current  law. 


PRELIMINARY  PAYMENTS 

0 


Parggtraph  (2)  of  subsection  (c)  directs  that  ,  preliminary  payments  be 
made,  -  This  , paragraph '  cdntafns  two  subparagraphs:*  subparagraph  -  (A) 
directs  that  payments  be  made;  and  subparagraph  (B)  sets  the  conditions 
for  receiving  such  payments*  v  . 


This  paragraph  is  thfe  equivalent  of  paragraph  (2)  of  section  5(b)  (1)  in 
current  law  and  differs  therefrom  in  that  — 

(•1)    preliminary   payments   are    exempted   from   the  apportionment  ant%T 
antidef iciencies   provision   of  curreot   law  which  have  . defeated  the 
purpose  of  tfte^preliminary  payments "requirement?  and 

(2)  preliminary  payments  are  to  be  based  upon  the  amount  the  Secretary 
estimates  the  local  educational  agency  is  to  receive  rather  than  the 
previous  year's  payment.  * 

Subparagraph  (A)  of  paragraph  (2)  directs  that  the  Secretary*  make  a 
preliminary  payment  to  e^fch  local  educational*  agency  of  an  amount  equal 
to  75  percent  of  the  amount  the  Secretary  estimates  to  be.t^e  amount  for 
which  "that  agency  is  eligible  for  each  fiscal  year  under  section  3  and 
4,     SucH  payment*  are  to  be  made  not  later  than  30  days  ~h£ ter  the 


( 


beginning  of  each  fiscal  year  and  are  to  be  made  notwithstanding  the 
provisions  of ^section  3679  of  the  Revised  Statutes  of  the  United  States. 
(31  U.S.C.  665h\ 

Subparagraph  (B)  of  paragraph  (2)  provides  that  no  local  *  educational 
agency  is  to  be  Eligible  N for  a  preliminary  payment  for  any  fiscal  year 
unless  it  received  a  payment  £ or  the  preceeding  fiscal  year  and  it  makes 
speciai*appl£cation  for  a  preliminary  payment. 


,  ALLOCATION  OF  FUNDS  WHEN  APPROPRIATIONS  ARE 
INSUFFICIENT  TO  PAY  ALL  ENTITLEMENTS 

! 

Paragraph  (3)  of  subsection  (c)  allocates  appropriations  among  local 
educational  agencies  when  appropriations  are  insufficient  to  satisfy  all 
entitlements;  If,  for  any  fiscal  yea'ri  the  funds  appropriated  "for 
making  payments  pursuant  to  paragraph  (1)  of  subsection  (c)  are  not 
sufficient  to  pay  in  full  the  amounts  necessary  to  satisfy  all  the 
entitlements  created _under  sections  3  and  4,  for  that  fiscal  year,  the 
Secretary  is  directed  to  allocate  the  appropriations  available  for  .that 
year  in  accordance  with  priorities  set  out  in  clauses  (A) ,  (B) ,  and  (C) 
of  paragraph  (3)  • 

*  * 
This  paragraph  is  the  equivalent  of  section  5(c)  in  current  law*  Its 
adopt ioq&'would  eliminate  the  "tier*  system  of  payments  in  existing  law, 
Tfiis  section  makes  section  5(c)  in  current  law  unnecessary. 

Clause  (A)  of  paragraph  (3)  gives*  the  highest  priority  to  payments  on 
entitlements  for  local  educational  agencies  having  heavily  impacted 
school  districts.  Under  clause  (A) ,  the  Secretary  is  directed  first  to 
£ay  to  each  local  educational  agency/for  which  an  entitlement  has  been- 
established  pursuant  to  subsection-  (c)  of  section  3,  for  any  fiscal 
year,t  the  full  imount  to  which  it  is  entitled  a$  established  under  such 
subsection  for  /that  fiscal  year^  Such  clause  dpntains  a  parenthetical 
clause  which  pledges  the  full  faith  and  credit  of  the  United  States  for 
the  payments  under)  clause  (A) . 

Clausek(B)  of-  pjfragraph  (3)  relates  to  ^payments  to  all  otfyer  local 
educational  agj^cies  eligible  to  receive  payments  under  section  3.  This 
clause  applies  to  funds  appropriated  for  payments  under  section  3  -which 
remain  after  payments  are  made  pursuant  to-clause  (A)  of  paragraph  (3), 
Under  clause  (B) ,  the  Secretary  is  directed  to  pay,  from  the  remainder 
of  such  funds,  each  local  educational  agency  an  amount  which  bears  the 
same/  fatio  to,  its  entitlement  under  section  3  for  that  year  as  such 
remainder  ~beargHL°  the  aggregate  of  th^unsatisfied  entitlements  created 
'under  section  S*€br  that  year.      .    v      \  ■   t  * 
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*  * 

Clause  (C)  of  paragraph  (3)  relates  to  payments  on  entitlements  created 
under  section  4.  Clause  <C)  is. based  upon  an  expectation  that,  wheh  the 
operation  of  paragraph  (3)  is  made  necessary,  aHy  funds  available  for 
payments  for  section  4  entitlements  would  be  appropriated  apart  ^rom 
funds  available  for  '  section  3  entitlements.  Under  clause  (C)f  the 
Secretary  is  directed  to  pay  to  each  local  educational  agency  eligible 
-for  a  payment  under  section  4  an  amount  determined  in  accordance  with 
the  terms  of  the  Act  making  the  appropriations.  Clause  ^(C)  is  to  be 
construed  to  authorize  legislative  language  in  an  appropriation  Act  for 
the  purposes  of  section  4, 


'    STATE  TREATMENT  OF  PAYMENTS  , 

Subsection  (d)  of  section  6  liSFits  payments/to  local  educational  agen- 
cies which  take  Impact  Aid  payments  into  consideration  in  their  State 
aid  programs.  Subsection  fd)  contains  four  paragraphs:  paragraph  (1) 
states  the  prohibition;  paragraph  -(2)  provides  an  exception  to  the 
prohibition;  paragraph  -(3)  provides  for  definitions  for  the  purposes  of 
subsection  (d) ;  and  paragraph  (4)  controls  the  procedures  for  exceptions 
under  paragraph  (2) .  . 

This  recommendation  is  based  on  Reccsmnendation  IX.  .  ^. 


*  PROHIBITION 

Paragraph  (1)  of  subsection  (d)  provides  that  no  payment,  under  section 
5.,  may  be  «■  made  to  any  local  educational  agency  for  any  fiscal  year  in 
any  State  if  any  one  of  three  circumstances  existJ  Those  circumstances 
are  described  in  clauses  (A) ,  (B) ,  and  (C)  of  paragraph  (1), 

Clause  (A)  of  paragraph  (1)  prohibits  payments  to  a  local  educational 
agency  in  a  State  if  that  State  has,  during  the  preceeding  fiscal  year, 
taken  payments  under  section  5  into  consideration  in  determining  the 
eligibility  of  any  local  educational  agency  in  that  State  for  State  aid 
for  free  public  education  or  the  aiaount  of  such  aid,  < 

Clause  (B)  of  paragraphed)  prohibits  such  payments  if  the  State  makes 
State  aid  available  to  local  educational  agencies  in  such  a  manner  as  to 
result  in  less  State  aid  to  any  local  educational  agency  which  is 
eligible  for  an  Impact  Aid  payment  than  such  local  educational  agency 
would  receive  from  Sfc^te  aid  if  such  local  educational  agency  were  not 
so  eligible.  * 

Clause  (C)  'of  paragraph  (1)  prohibits  such  payments  if  either  ~ 

'(1)  the  State  requires  or  permits  local  educational* agencies  to  spend 
from  anv Impact  Aid  payment  (or  other  local  funds  based  upon  the  amount 
of  its  Impact  Aid  payment)  for  any  purpose  for  which  state  funds  (but 
not  local  .funds)  are^otherwise  available;  or 
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(2)  the  State  requires  or  permits  general  purpose  units  of  local 
government  to  divert  Impact  Aid  payments  from  fiscally  dependent  local 
educational  agencies. 

i 

W  "  * 

EXCEPTION 

Paragraph  (2)  of  subsection  (d)  contains  an  exception  to  the  prohibition 
in  paragraph.  (1}  and  sets  out  the  terms  of  that  exception*  Paragraph 
(2)  contains  three  subparagraphs:  subparagraph -(A)  creates  and  sets  the 
terms  for  the  exception;  subparagraph  {§}  contains  an  exclusion  from  the 
applicability  of  one  of  those  terms;  and  subparagraph  (C)  makes  the  pro- 
hibition in  paragraph  (1)  absolute  in  the  case  of  any  local  educational 
agency  having  a  heavily  impacted  school  district. 

Subparagraph  (A)  of  paragraph  (2)  creates  an  exception  to  paragraph  (1) 
of  subsection  (d)  for  certain  States.  That  exception  applies  to  States 
which  have  in  effect  plans  of  State  aid  to  local  educational  agencies 
which  are  designed  to  equalize,  and  which  have  the  effect  of  equalizing r 
average1 per-pupil  expenditures  among  local  educational  agencies  in  those 
States.  Those  States  may  take  Impact  Aid  payments  into  consideration ,  in 
determining  the  amount  of  State  aid  to  a  local  educational  agency 
receiving  Impact  Aid  payments  if  such  plan  meets^the  qualifications 
described  in  clauses   (i) ,    (ii) ,    (Hi)*  and   (iv)   of  subparagraph  (A). 

Clause  (i)  of  subparagraph  (A)  states  the  first  qualification*  The 
disparity  in  average  j?er-pupil  expenditures  by  the  local  educational 
agency  in  the  State  having  the  highest  per-pupil  expenditure  in  the 
State  may  not  exceed  110  percent  of  the  local  educational  agency  having 
the  lowest  per-pupil  expenditure  in  that  State. 

Clause  (ii)  of  subparagraph  (A)  requires  that  the  average  per-pupil 
expenditure  in  the  State  must  be  at  least  equal  to  the  average  per-pupil 
expenditure  in  all  the  States. 

J 

Clause  (iii)  of  subparagraph  (A)  prohibits  the  use  of  tRe  exception  in 
any  case  where  tjie  effect  of  taking  Impact  Aid  payments  into  considera- 
tion reduces  the  p^r-pupil  expenditure  by  a  local  educational*  agency  to 
a  level  lower   than   the  average  per-pupil  expenditure   in   the  Stats* 

Clause  (iv)  of  subparagraph  (A)  limits  the  aSnount ?  of  the  Impact  Aid 
payment  which  may  be  taken  into  Consideration  in  an  otherwise  qualifying 
State.  Ho  State  may  take  into  consideration  more  than  §0  percent  of  the 
Impact  Aid  payment  to  a  local  educational  agency. 

* 

Subparagraph  (B)  of  paragraph  (2)  permits,  in  determining  the  highest 
per-pupil  expenditure  in  a  State  under  clause  (i)  of  subparagraph  (A) , 
the  exclusion  of  any  local  educational  agency  which  has  \an  unusually 


high  per-pupil  expenditure  if  the  high  per-pupil  expenditure  is  the 
result  of  unusual  circumstances  requiring  a  high  expenditure*  The 
number  of  local  educational  agencies  which  may  be  so  excluded  in  any. 
State  may  not  have,  in  the  aggregate,  an  average  daily  membership  which 
exceeds  two  percent  of  the  average  daily  membership  of  all  the  local 
educational  agencies  in  the  State, 

-  *  * 

Subparagraph  (C)  of  paragraph  (2)  prohibits  absolutely  aa  exception  for 
any  State  which  takes  into  consideration ^any  Impact  Aid  payment  to  any 
local  educational  agency  which  has  a  heavily  impacted  school  district. 


DEFINITIONS  FOR  EXCEPTION 

Paragraph  (3)  of  subsection  (d?  provides  that  the  terms  "State  aid"  and 
•equalize  expenditures"  as  used  in  subsection  fd)  are  to  be  defined  by 
the  Secretary  by  regulation,  after  consultation  with  State  and  local 
educational  agencies  affected  subsection  (d) .  Paragraph  {3}  contains 
a  proviso  which  states  that  o&  term  "equalize  expenditures"  is  nat  to 
be  construed  in  any  manner  adverse  to  a  program  of  state  aid  for  aree 
public  education  which  provides  for  taking  into  consideration  the 
additional  cost  of  providing  free  public  education  for  particular  groups 
or  categories  of  pupils  in  meeting  the  special  educational  needs  of  such 
children  as  h.andicapped  children,  economically  disadvantaged,  those  who 
need  bilingual  education,  and  gifited/and  talented  children. 


\ 


PROCEDURES  FOR  EXCEPTION 

Paragraph  {4}  of  subsection  (d)  sets  out  procedures 
States  may  take  into  consideration  payments  under 
Paragraph  (4)  contains  three  subparagraphs. 


to  determine  if 
this  subsection. 


Subparagraph  (A)  of  paragraph  (4)  provides  that  if  a  State  desires 
to  take  payments  under  .section  5  into  consideration  as  provided  in 
subsection  {d}  for  any  fiscal  year,  that  State  is,  not  later  than 
sixty  days  prior  to  the  beginning  of  such  fiscal  year,  to  submit  notice 
to  the  Secretary  of  its  intention  to  do  so.  Such  notice  is  to  be  in 
such  form  and  be  accompanied  by  such  information  as  to  enabj^  the 
Secretary  to  determine  the  extent  to  which  the  program  of  State  aid  of 
that  State  is  consistent  with  the  provisions  of  subsection  (d) .  In 
addition,  sueb  notice  is  to  be  accompanied  by  such^evidence  as  the 
Secretary  finds  necessary  to  ensure  that  each  local  educational  agency 
,in  that  State  has  been  given  notice  of  .the  intention  of  the  State.  If 
the  Secretary  determines  that  the  program  of  State  aid  of  a  State  sub- 
mitting notice  under  subparagraph  (A) -  is  consistent  with  the  provisions 
of  this  subsection,  the  Secretary  is  to  certify  such  determination  to 
that  State. 
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Subparagraph  (B)  of  paragraph  (4)  provides  that  prior  to  certifying  any 
determination  under  subparagraph  (A)  for  any  State  for  any  fiscal  year, 
the  Secretary  is  to  give  the  local  educational  agencies  in  that  State  an 
opportunity  for  a  hearing  at  which  such  agencies  may  present  their  views 
with  respect  to  the  consistency  of  the  State  aid  program  of  that  State 
with  the  provisions  of  this  subparagraph. 

Subparagraph  (C)  of  paragraph  (4)  provides  that  thfe  Secretary  is  not  to 
finally  deny  to  any  State  for  any  fiscal  year  certification  of  a  deter- 
mination under  subparagraph  (A)  without  first  giving  that  State  an 
opportunity  for  a  hearing,  . 

Comment  on  subsection  (d) »  Subsection  (d)  and  its  variance  from  section 
5(d)  in  current  law  represent  a  careful  balancing  of  the  policy  in  favor 
of  Federal  neutrality" with  "regard  to  the  "laws  "of ^tHe  StateaTagafnst  the 
paramount  interest  of  the  Federal  Government  in  the  education  of  fed- 
erally^onnected  children.  It  reflects  a  recognition  of  a  trend  toward 
equalization  in  State  school  finance  laws  and  the  consequent  lessened 
reliance  of  local  educational  agencies  upon  local  real  property  taxes 
for  revenues  and  a  recognition  that  equalization  tends  tcr^fepread  the 
effect  of  the  Federal  burden  across  an  equalized  State,  At  the  same* 
timer  experience  during  the  past  five  years  has  shown  that  the  Education 
Department  has  been  overly  tolerant  of  State  equalization  programs  which 
do  npt  result  in  equalization  and  that  the  States  tend  to  be  less 
sensitive  ±&  the  needs  of  heavily  burdened  local  educational  agencies. 
It  is  expected  that  the  recommendations  would  accomplish  a  better 
balance  with  respect  to  these  policies-  than  has  been  the  case, 

ADMINISTRATION  AND  JUDICIAL  REVIEW 

Subsection  (e)  of  section  S  sets  out  procedures  for  administrative 
appeals  and  judicial  review  of  actions  by  the  Secretary.  Subsection  (e) 
contains  five  paragraphs; 'par agraph  (1)  entitles  local^educational  agen- 
cies to  administrative  and  judicial  review  of  actions  by  the  Secretary; 
paragraphs  (2}  and  (3)  provide  procedures  for  administrative  review; 
paragraph  (4)  authorizes  the  scope  of  administrative  review;  and  para- 
graph (5)  authorizes  judicial  review, 

This  subsection  is  based  upon  Recommendation  VII  {5}, 

# 

ENTITLEMENT  TO  REVIEW 

Paragraph  (1)  of  subsection  (e)  entitles  local  educational  agencies  to 
administrative* and  judicial  review  in  accordance  with  the  provisions  of 
subsection  (e) ,  It  contains  two  sentences:  the  first  entitles  Ideal 
educational  agencies  to  review  of  actions  by  the  Secretary;  and  the 
second  deems  certain  failures  to  act  to  be  adverse  actions, 
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The  first  sentence  of  paragraph  (1)  entitles  any  local  educational 
agency  to  administrative7  and  judicial  review  if  it  is  dissatisfied  with 
an  action  by  the  Secretary  under  section  3,  4,  or  5  of  the  Act.  Proce- 
dures for  such  review /are  to  be  governed  by  subsection  (e) . 

V 

♦  The  second  sentence  of  paragraph  (1)  deems,  for  the  purposes  of  para- 
graph (1),  failures  to  act  on  applications  within  certain  time  limits  to 
be  adverse  actions.  If,  with  respect  to  any  application  submitted  under 
subsectiqn  (b)  or  (c)  of  section  5,  there  is  a  failure  to  act  within  the 
time  periods  set  therein,  that  failure  is  to  be  deemed  to  be  an  adverse  * 
action  by  the  Secretary  and  subject  to  review  under  'subsection   (e) . 

PROCEDURES  FOR  REVIEW 

-  Paragraph  (2) ^of  subsection  te}  provides  for  procedures  to  be  used  in 
cases  of.  'administrative  xeview  of  actions  of  the  Secretary.  Paragraph 
(2)  contains  three  sentences;  the  f irst^twides  for  the  submission  of 
applications  for  review  to  the  Education  Appeal  Board;  the  second 
requ^fes  that  Board  to  designate  a  panel  to  review  such  an  application; 
and/the  third  specifies  limitations  on  the  membership  of  that  panel. 

The  first  sentence  of  paragraph  (2)  provides  that  any  local  educational 
agency  which  desires  to  have  administrative  review  of  an  action  of  the 
'  Secretary  under  section  *3,  4,  or  5  is  to  submit  an  application  for 
review  of  that  action.  Such  application  for  review  is  to  be  submitted 
to  the  Education  Appeal  Board  established  under  section  451  of  the 
General  Education  Provisions  Act. 

The  second  sentence  of  paragraph  (2)  requires  the  Education  Appeal  Board 
to  designate  a  panel  immediately  upon  receipt  by  that  Board  of  an 
application  for  review  under  the  first  sentence  of  paragraph  {2}*  Such 
panel  is  to  be  designated  in  accordance  with  the  provisions  of  section 
451  of  the  .General  Education  Provisions  Act  to  the  extent  that  such 
provisioijs  are  not  inconsistent  with  those  of  subsection  (e) . 

Sjich  second  sentence  requires  that  a  panel  ^designated  thereunder  is  to 
have  three  members  and*  that  the  Education  Appeal  Board  delegate  its 
functions  with  respect  to  the  application  in  question  to  that  panel. 
The  panel  is  to  qgnduct  the  review  for  which  the  application  is  made 
under  expedited  pr^edures  and  decide  the  case  isi  question* 

The  third  sentence  of  paragraph  {2}  contains  three  clauses  which  govern 
the  membership  of  any  -panel  designated  under  the  second  sentence  of 
paragraph  {2). 

Clause  (A)  in  such  third  sentence  provides  that  no  individual  who  is  iiv 
the  full-time  employment  of  the  Federal  Government  may  be  a  member  of 
any  such  panel,  * 
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Clause  (B?  in  such  third  sentence  provides  that  no  individual  employed 
by  a  local  educational  agency  eligible  to  receive  an  Impact  Aid  payment 
may  serve  on  any  such  panel. 

Clause  (C)  in  such  third  sentence  provides  that  no  resident  of  the  State 
in  which  the  local  educational  agency  making  application  for  review  may 
serve  on  such  panel.  '  * 

'* 

APPLICATION  FOR  REVIEW 

Paragraph  (3)  of  subsection  (e)  provides  for  the  time  for  submitting 
applications  for  review.  Paragraph  (3)  contains  two  sentences:  the 
first  sets  the  time  for  application  when  notice  of  an  action  has  been 
received;  and  the  second  provides  for  applications  when  *no  notice  has 
been  received. 

The  first  sentence  of  paragraph  (3)  requires  that  any  local  educational 
agency  which  has  received  notice  of  an  .action  reviewable  under  subsec- 
tion (e)  and  which  desires  to  have  such  action  so  reviewed  submit , 
within  30  days  after  rfeceipt  of  such  notice,  an  application  for  review. 

The  second  sentence  of  paragraph  (3)  provides  that  the  Education  Appeal 
Board  establish  procedures  for  determining  a  reasonable  time  for  an 
action  subject  to  review  and  for  notice  thereof.  If,  yith- respect  to 
any  such  action  or  notice,  sufficient  time  has  lapsed,  under  such 
procedures,  and  a  local  educational  agency  submits  an  application  for 
review  (even  though  it  has  not  received  notice  of  a  reviewable  action) 
which  alleges  a  failure  to  receive  notice,  such  allegation  is  to  be 
deemed  a  notice  of  an  action  'and  that  action  is  to  be  reviewable  as  if 
such  a  notice  had  been  received^by  the  local  educational  agency. 


SCOPE  OP  REVIEW 

Paragraph  (4)  of  subsection  provides  that  the  Education  'Appeal  Board 
Is  to  have  the  authority  to  Review  and  decide  all  matters  of  law  and 
4act^raised  in  an  application  for  review.  The  decisions  of  the  3oard 
are  to  be  final  with  respect  to  both  the  Secretary  and  the  applicant 
unless,  within  30  days  after  notice  of  a  decision  -has  been  received  by 
the  applicant,  a  petition  for  judicial  review  of  any  such  decision  has 
been  filed  by  either  the  applicant  or  the  Secretary*  i 


JUDICIAL  REVIEW 

Paragraph  /S)  of  subsection  (e)  provides  for  judicial  review.  Decisions 
oi  the  Education'  Appeal  Board  with  respect  to  all  matters  of  law  and 
fact  in  an  application  for  review  are  to  be  .subject  to  judicial  review 
under  section  455  of  the  General  Education  Provisions  Act. 


ASSESSMENT  OF  COSTS 


Paragraph  (6)  of  subsection  (e)  provides  for  assessing  the  costs  of 
review  and  damages  against  the  Secretary,  if  an  applicant  is  the 
prevailing  party  in  any  decision  of  the  Education  Appeal  Board  or  of  a 
court,  upon  judicial  review,  that  applicant's  costs  for  the  review  and 
any  damages  suffered  by  the  applicant  which  were  caused  by  the  action 
reviewed  are  to  be  assessed  against  the  Secretary  by  the  Board  or  the 
court,  as  the  case  may  be. 


SECTION  6,  —  EFFECTIVE  DATE  AND  EFFECT  OH  EXISTING  LAW 

Section  6  of  the  bill  provides  that  the  bill  is  to  be  effective  with 
respect  to  fiscal  years  beginning  after  September  30,  1981,  and  with 
respect  to  such  fiscal  years,  the  provisions  of  title  I  of  Public  Law 
874,  Eighty-first  Congress  are  to  have  no  effect,  except  that  sections  6 
and  7  of  such  title  I  are  to  continue  in  effect  in  accordance  with  the 
terms  of  such  sections. 

The  text  of  section  6  is  as  follows s   

'  ,Sec.  e.    This  Act  shall  be  effecWve  with  respect  to  fiscal  years 
beginning  after  September  SO,   1981,  andT rttk  respect  to  such  fiscal . 
years  the  provisions  of  title  I  of  Public' Law  374,  Eighty-first  Congress 
sha.ll  have  no  effect,  except  that  sections  $  and  7  thereof  shall  con- 
time  to  be  effective  in  accordance  with  the  terms  of  those  sections. 


* 
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CHARTER 


  1  > 

COMMISSION  ON  THE  REVIEW  05*vTHE  FEDERAL  IMPACT  AID  PROGRAM 


PURPOSE 


In  recognition  of  the  responsibility  of  the  United  States  Government, 
..the  Congress  has  declared  it  be  the  policy  to  provide  financial -assist- 
ance  to   thi^se   local  educational  agencies  whose  school  populatipn  is 
impacted  by  Vie  presence  of  Federal  activities.     Public  Law  81-874,  as 
amended,  charges  the  Commissioner  .of  Education  to  pay*  these  local  . 
educational  agencies  a  pr escribed  amount  which  is  meant  to  compensate 
them  for  the_£inancial  burden  placed  upon  them  by  reas&n  of  loss  of  tax 
•  revenue   or   provision "  of  educational   services   to   federally '  connected 
children  or.  by  sudden  or  substantial  increase  in  school  attendance  as 
^      th,e  result  of  Federal  activities.     The 'Education  Amendments  of  1978, 
Public  Law  95-561,  require  a  review  .and  evaluation  of  the  administration 
and  operation  of  the  impact  aid  pt-ogram  under  Public  Law.  81-874,  includ- 
ing the  equity  of  the  preset  funding  structure,  the  relative  benefit  of 
the  program  In  view  of  i£fe  increasing  xsosts  and  the  limitation  on 
(     .         available  funds,  and  the  way!  in  which  these  local  educational  agencies 
can.  best  be  assisted  in  meeting ^their  educational  needs.     Discharge  of 
these  "responsibilities   requires  "the  establishment  and  advice   of   the  ■> 
Commission  on  the  Review  of  the  Federal/  Impact  Aid  Program. 

;  AUTHORITY     ,  -  L 

This  Commission  is  established  under  Section  1015  vof  Public  Law  95-561  , 
the  Education  Amendments  of  1978.  It  is  governed  by  provisions  of  Part 
D  of  the  General  Education  .-Provisions  Act   (P. L. 90-247,  as  amended;  20 

^  U.S*C.1233  et  seg^.)  and  the  Federal  Advisory  Committee  Act  (P. L. 92-463; 
5  U.S.C.  'Appendix  I)  which  set  forth  standards  for  the  formation  ana  use 

,     of  committees. 

FUNCTIONS      •  - 

'  — ,  •  ¥ 

5 

The  Commission  advises  the  Congress,  the  President,  the  Secretary  of 
Health,  Education,  and  Welfare,,  the  Assistant  Sectfe,tary  for  Education, 
and  the  Commissioner  of  Education.  The  Commission  shall  review  and 
'  evaluate  the  administration  and  operation  of  the  impact  aid  program* 
under  the  Act  of  September  30,1  1950  (Public  £aw  874,  E-ighty-fTxst 
Congress)  including:  > 

1)  the  equity  of  the  present  funding  structure  un^er  /Public  La*  874, 

•    '     *      2)  the  relative  benefit -of  the  assistant  for  impacted  under  Public  * 
*  ,       Law  874  in  view  of  the  increasing  costs  of  the  program  and  the  limita-  * 
tion  on  the  availability  of  funds,  and  • 
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3±  tire  ways  in*  which  districts  of  loc^l  educational'  agencie's  which  are^ 
Federally  impacted  cax^best  be  assisted  in  meeting  their  educational' 
needs.i  v  *  * 

** 

The  Commission  shall  closely  coordinate  its  activities  ^ith  activities 
6f  the  Advisory  Panel  on  Financing  ■  Elementary  and  Secondary  Education 
established  under  section  1203  of  the  Education  Amendments^  of  1978 
"(Public  Law.  $5-561)  •  ^ 

«  ♦  *  .  «* 

The  Commission  shalj,  prepare  *and  submit  to.  th,e  President  and  to  the 

Congress  no  later  than  D^cemBfes^l  ^  1980,   a  .report  on  the  review  and> 

evaluation  required  by  section  VOIS^o^the  Education  Amendments  of  1978, 

.together   with    such    recommendations   for  legislation   relating   to  the 

authorization  of  the  program  and  fading  for  t,he  program,,  as  *tfte~Cpmmi s- 

sion  deems  appropriate,  ■  } 

.  STRUCTURE  *  « 

  y 

"file  Commission  consists  of  ten  members  appointed  by"  the  President,  one 
of  whom  shall  be^  designated  by  the  President  to  chair  the  Commission. 
Members  shall  include  persons  who  are  not  fulltime  employees  of  tjie 
Federal  Government  and  who  are  knowledgeable  about  the  problems  of  focal 
educational  agencies  in  impacted  areas,  State  and  local ,  of ficials, 
leading  authorities  in  education  and  the  social  sciences,  and  .from  the 
general  public. ■  Members  shall  serve  for  terms  not  to  exceed  three  ^ears 
which  in  the  case  of  initial  members,  shall  be  staggered- 

The^ Secretary  of  Health,  Education,  and  Welfare  shall  assure  that  the 
Department  of  Health,  Education,  and  Welfare  provide  full  support  and 
cooperation  to  the  Commission. 

.The  Commission  is^\ythd?ized  to  appoint,  without^  regard  to  the  provi- 
sions of  title  5,  United  States  Code,  governing*  appointments  in  the 
competitive  service,  or  otherwise  obtain  *the  services  of,  such  profes- 
sional, technical,  and  clerical  personnel  as  may  b^  necessary  to  enable 
it  to  carry  out  its  functions,  as  prescribed  by  law, 

• 

The  Commission  ,is  authorized  to  create  such  subcommittees,'  composed  of 
its  parent  membership,  as  necessary  to  enable  the  Commission  to  carry 
out  its  functions.  The  Commission  shall  notif^  the  Office  of  Education 
Committee  Management  Officer  upon  such  establishment  or  modifications  of 
subcommittees,  providing  'information  on  name,  membership,  functions  and 
estimated  frequency  of  meetings. 

«  *  *  * 

Provision  of  administrative  services  shall  be  the  responsibility  of  the 
Executive  Deputy  Commissioner  of  Education* for  Resources  ^nd  Operations* 

The  Director,  Division  of  School  Assistance  in  Federally  Affected  Areas, 
shall  serve  \as  the  Of f  ice5  of  Education  Program  Delegate  to  the  Coromisr 
sion.        ^  *  p  , 


s  \ 
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MEETINGS 


•%h'e  Commission  sKall  meet"  at  the  call  of"  the  Chair,  butnot  teas  than 
}  two  times   each  ye*r.      Subcommittees  shall  not  meet 'except  with'  the 
approval  ,of  the  Commission  Chair.    '  y'  ' 

Meetings  are  open  to  thfe  public  except  *£s  determined  otherwise  by  the 
Commission.  Adequate  pufflip  no*if icatioi^will/be  given  in  advance  of 
each  Commission  meeting.  ja" 

'       *  f  - 

.*  Meetings  are  conducted,  and  records  of  proceedings  kept,  as  required  by 

i  applicable  laws'  and  Department  regulations.  " 

3  *  A 


COMPENSATION 


Members  who  are  not  fulltime  Federal  employees  ace  paid  at  the  rate  of 
$100  per   day,   plus  per   diem  and  travel  expenses   in  accordance  with 
-Federal  TraveJr  Regulations. 


-  ANNUAL  COST  ESTIMATE  A 

Estimated  annual  cost  for  operating  the  Commission,  including  com|?e9sa-» 
*  tion  and  travel  expenses  for  the  members  but  excluding  staff  support/  is 
$568,200.  •  Estimated  anrfUal  person-years- of  staff  support  required  is 
3.5,  at  an  estimated  annual  cgst  of  $135,000. 

REPORTS      •  ? 

The  Commission, 'in  conjunction  with  the  report  required  in -the  function! 
section  of  this  charter,  shall  make  an  annual  report  of  its  activities^ 
finding  and  recommendations  Jo  the  Congress  not  later  ^than  Marfcb  31  of 
each  year,  which  Shall  be^lubmitted  with  the  Commissioner's  "annual 
report.*  Thi^  report  shall  contain,  as  a 'minimum,  a  list  of  members  and 
/  Uxeir  business  addresses,  the  dates  and  places  of  meetings,  the  func- 
tiong^of  the  Commission,  and  a  summary  of  the  Commission's  activities, 
and  recommendations  made  during  the  year.    >  *\ 

Copies  of  all  Commission  reports  shall  be  provided  to  the  Department  and" 
'Office  of  Education  Committee  Management  Officers  and  to  the  Office  ^ 
Education  Program  Delegate  to  the  Commission.      *  .  ***    <  w 

.  S 

*  DURATION 
^  |  

Subject  to  section  448(b)  of  the  General  Education  Provisions  Act,  the 

•  Commission  shall  terminate  one  month  following  submission  of  the  reptfrt 
required  by  section  1015  of  the  Education  Amendments  of  1^78  {PublicpRiw 
95-561).  This  charter  shall  expire  two  years  frAro  date  of  signature  or 
whenever  the  Commission  terminates,  whichever  is  iooner. 

\    •  *  - 


589  t 


f 


APPENDIX  B     ^  *        i  •B^1 

SPECIAL  REPORT  ' 
Cfl?  THE 

„  <&'  "  '        *      '    COMMISSION  ON  THE  REVIEW  «S 

.  t  *  OP.  THE  *  '  ' 

fc  FEDERAL  .  IMPACT  AID  PROGRAM  V  ♦ 

The  Commission  on  the  Review  of  tfte  .Federal  Impact  Aid  Program,  estab-> 
iished  under  section  1015  of  the  Education  Amendments  of  1978  (Public 
.Law  95-561)  held*  a  scheduled  business  meeting  on- July  17,  1980,  and 
hereby  sbbmits  tp  the  "President  and  the  Congress  a  special  report*.  The 
purpose  of  this  •  specif  'report  is  to  request  from  the  Congress  the 
authority  to  submit  to  the  President  and  the  Congress  at  least  one  and 
not  more  than  three  reports  supplemental  to  its  Sinai  £epbrfc  whick  is  to 
be  submLtted^not  later  than '  December  \,  1980,     ™  r 


On  April  29,/1980,  this  topmi^sion  submitted  an  Interim  Report,  ^adopted 
on  April  22,  1980,  whicljr  was  followed  by  Supplemental  Documentation  on 
May  6,  1980,  The  Interim  Report,  together  with  its  Supplemental  Dcfcumen-, 
tation,  was  submitted  as  the  result  of  congressional  requests  regarding 
the  continuation,  of ,' and-  funding  for,  the  Impact  Aid  Program,  which  is 
authorized  by  Public  Law  874,  Eighty-first  Congress, 

Chapter  II  of  the  Supplemental  Documentation  reported^on  the  uniqueness 
of  having  an  education  program  evaluated  by  a  multi-member A  presiden- 
tially,  appointed  Commission,  using  a  staff  o£  Government  employees  and 
using  regular,  procurement  and  contracting  procedures.  Tha£  Chapter  also 
contained  information  regarding  some  of  'the  dif f iqulties  which  naturally 
arise  when  those  procedures  are  *  not  adapted  to  meet  the  n,eeds  of  a 
time-limited  study,  having  a  very  narrow  and  definite  purpose* 

The  inability  to  adapt  procurement,  personnel,  and  contracting  proce- 
dures to  meet  the  needs  of  this  Commission  Has  caused  sufficient  delay 
in  the  conduct  of  three  very  important  *  areas  of  Study  respecting  the 
Impact  Aid  Pr9gram:  *  ^  1 

(1)  \he  , special  pro^ions  of  Public  *Law  874,  Eighty-first  Confess 
relating  to  the  °$  children  residing  on  Indian  lands; 

euL*1*1*  relationsl?iP^^™«en  payments  under  that  program  and  programs 
tate  aid  for  public  education;  t  and 


(3)  those  provisions  of  that  law  which  provide  for  payments  to  local 
eaucational  agencies  with  respect  to  children  who  live  in  low-rent 
public  housing*  • 

* 

Each  of  these  areas  is  complex  aad  needed  the  expertise  of  highly 
gualified  persons  to  stjady  them.  It  had  been  the  intention  of  the* 
#  Commission,  under  its  "flan  of  Study,  adopted  December'  14,  1979,  that 
each  of  these  studies  either  be  the  subject  of  a  special  contract  or  be 
dealt  with*by  Experts  capable  of  handling  the  complex  issues  inherent  in 
them. 
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Each  of  these  studies  was  delayed  several  months  because  contracting 
them  was  almost  impossible  (normally  the  contract  approval,  process  talced 
about  six  months)  or  because,  normal  rules  would  not  permit  compensation 
at  rat4es   sufficient   to  employ  the  persons  qualified  to  do.  the  work. 

J  •  *f  V 

^       The  Commission  has  studied  these  areas 'and  expects  that  it  will  be  able 

t^report  on  them;  however^  t£e  quality  of  the  study*  has  not  been  equal ,  * 
to  that_l  to  which  other^jeas  of  the  program  have  been  subjected  or,  to 
that  which  the  Commission  expects  of  itself*  In  the  time  remaining  it 
is  unlikely  that  the  complexi-ties  of  these  issues  can  be  dealt  with  in 
the  manner  consistent  with  the  standards  set  by  the  Commission  regarding 
the  quality  and  dfepth  of  the  study,  *  ^- 

THE  COMMISSIONS  ECONOMIC  IMPACT  STUI5Y  i  - 

:  •    •  .  -  -  '      >     (  ?> 

In  addition/  the  .Commission  has  been  conducting  an  in-depth  st^dy  of  the 
economic  effect  of  Federal  activities  on  the  fiscal  ability  of  local 
educational  agencies  to  operate  their  schools*  In  order  to  conduct  this 
study  the  Commission  is  using  an  economic  impact  study  to  measure  the 
£$^§pal  impacts  of  Federal  facilities- on  school  districts*  The  goal  of 
the  study  is  to  determine  whether  a  Federal  presence  in  a  community 
confers  a  burden,  or  a  benefit  on  the  .finances  of  a  school  dist£ict. 
This  study  represents  the  firs't  comprehensive  attempt  to  evaluate 
whether  districts^receiving  Impact  Aid  receive  a  net  ecpnomic  benefit  or 
burden  from  the  presence  of  the  Federal  Government  in  their  community* 

/  ■ 

4Hwo  complementary  studies  are  being  conducted*  The  focus  of  both  has 
been  oj^school  districts  with  military,  bases.  The  first  uses^a  case- 
study  approach  to  .examine,  as  intensively  as*  possible,  severr-districts 
heavily  impacted  by  military 'installations.  It  requirea*  site  visits  to 
gather  information  from  d^str^gt,  city,  and  county  officials  and  to 
obtain  the  most  precise,  site-specific  data  available* 

The  second  s/tudy  covers  a  more  extensive  sample  6^s4veral)fefaundred  dis- 
tricts. Tt  relies  on  more  general  and  adcessible  data  compiled  in  or 
transferred  to  the  Department  of  Education  , computer  to  gkin  an  overview 
of  the  impact  of  Federal  activities.  Results  from'  the  two#  studies  ,  0 
should  capture,  as  deeply  and  as  broadly  as\  possible,  the  economic 
impact  of  Federal  facilities  on  school  district  fiances. % 

This  is  the  first  study  of  its  kind  ever  attempted.  The  Battelle  .  * 
Institute  report  oh  Impact  Aid  .to  the  Office  of  Education  and  to  Con- 
gress in  1969  determined  that  such 'a  study  would  be  •impossible11  because 
of  data  limitations,  citing  two  problems  in  particular xt  the  speculative 
nature  of  trying  to  determine  how  the  site*  would  have  been  used  if 
the  Federal  facility  were  not  there  and  the  limited  availability  **>f 
school  district  data. 

The  National  "Planning  Association  proposal  to  the  Office  of  Education  in 
>975  recommended  that  a  study  be  undertaken,  but  suggested  that  calcula- 
tions be  done  foe  communities,  not  school  districts.     The  Commission 
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has  determined  that  an  economic  impact  study  is  essential  to  a  review  of 
the  Federal  Impact  Aid  Program.  The  study  should  evaluate  school 
districts  if  it  is  to  reach  results  with  policy  application.  The 
Commission  has  analyzed  the'  limitations  of  such  a  -study  and  considers  it  . 
has  formulated  a  workable  approach,  even  though  it  is  prepared  to  admit 
that  it  is  impossible  to  # determine,  with  precision  such  matters  as  how 
m^ich  property  tax  revenue  would  liave  been  generated  and  how  many  pupils 
tU^e  would  have  been.  T>e'<  Commission  has  chosen  to  settle  for  <?ata 
that  is  less  than  ideal  rather  than  discard  the  entire  study.  In 
the  case  approach,,  the  staff  of  the  Commission  has  been  asking  local 
planners  and  land-use  experts  ta  make  their  best  possible  projections  of 
how  the  site  would  £ave  been  used,  taking  into  account  the  topography  of 
the  aite  itself,  the  tffevelopmeat  of  the  region,  and  local  needs  in* 
making  .their  projections.  Fo<  the  aggregate  study/ it  would  be  assumed 
that  the  site  would  ha^e  developed  in  a  way  consistent  with  the  develop- 
ment of  the  rest  qfi  the  county.  Using  county  data  on  land  use,  those 
county-wide  patterns  c*n  be  extrapolated  to  the  site  itself.' 

Bven  though  data  such  as  population,  employment,  and  income 'are  compiled 
at  the_ county  rather  than,'  the  .school  'district*  level,  reasonably  good 
estimates  can  be  obtained.  ■  By  relying  on  adaptive  techniques,  it  has 
been  found  that  data  gaps  can  be'  circumvented,  arriving  at  meaningful 
approximations. 

4  ,     .    -     -  .  m  >  r 

Time  Required  ^to  Complete  the  Economic  Impact  Stu'dy 

•The  Comnission  staff  -has  made  ^wo  sets  of  estimates  of  the  time  required- 
/  to  complete  the  economic  impact  study:  one  for  the  completion  of  the 
study  of  military  impacted 'districts,  the  other  if  the  study  were 
expanded  to  include  all  impacted  districts.  The  basis  for  the  projec- 
tion of  the  time  required  for  each  case  study  is  based  on  experience  in 
working  through  the  computation',  analysis,  and  writing  of  two  case 
studies.  Time  projecHUons  for  ^the  aggregate  study  are  based  on  tele- 
phone conversations  with  technical  personnel  at  the  Department  of 
Education  and  at  the  five  F^detal  agencies  from  which  the  Commission 
staff  is  seeking  data.  \  

The  time  necessary  to* complete  the  Study  of  military  impacted  districts 
will  be  36  weeks,  >or  almost  26  weeks  more  than  remains.     If  the  study 
^  were  to  be  extended  to  all  types  of  impacted  districts,  the  study  would  - 

require  77  weeks  in  all,  or^  about  67  more  than  are  now  available.  This 
assumes   that   the  Commission   should   study   six  districts   impacted  by^ 
non-military  activities,  including  those  adjacent  to  non-military 
■  f     *  Federfl  -  lands   and  -those   serving   children   residing  on   Indian  lands, 

»  v     children  residing  in  low-rent  public  housing,  undocumented  aliens,  and 

K-  *  *  refugee  children.  t 

4 

The  time  remaining  in  which  to  conduct  the  stu4y  extends  from  about 
June  t  to  September^.  Since-tfieStflddle  of,  February,  the  two  analysts 
associated  with   the  'study  have   made   seven  site  visits   to  districts 
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heavily  impacted-  by  military  bases.    The  gathering  and  analysis  of  data 
associated  With  these  visits  have  taken  up  the  bulk  of  their  time.  They 
have  also  been  involved  in  formulating  the  framework  of  the  two  studies  . 
and  reporting  to  the  Commission  and  t,o  Congress  about  the  study.  - 
Preliminary  analysis  of  two  districts  has  been  completed. 
*  *  *  "^"^ 

A^l  work  fofc  the  final  Commission  report  under  existing  law  should  be 
completeS  by  early  September  in  order  to  meet  the#d*adline  Jor  the  final 
draft  to  be  completed.  n  *  7 

'The  time  required  to  complete  the  study  far  exceeds  the  time  that  , 
remains.'    Experience  from  analyzing  data  for  two  case  studies  has 
shown  that  a- joint  staff  effort  will  enable  a  case  study  to  be  completed  . 
in  about  4.5  weeks.     The  'tfisit  itself  takes  a  small  portion  of  that 
period;  the  jDulk  is  needed  for  the  laborious,  painstaking  computations 
necessary  to  capture  with  the  most  precision  possible  the  impact  of  the 

\ facility  on  the  district.  Another  week  is  required  to  analyze  and  write 
up  thesl*  results,  and  a  final  week  is  needed  to  tyge  and  edit  the 
seemingly  endles^  series  of  numbers  and  computations.  With  five  case* 
studies  remaining,  and* two  partially  completed,  about  24  weeks  would  be 
required  to  complete  the  case  study  approach  of  military  impacted 
districts.  The  study  of  "all  impacted  districts  would  require  an  addi- 
tional half,  week  per -case  study  for  the  site-  visits  that  have  already^ 
been  completed. 


Preparation'  for  the  Aggregate" Study 

Preparation  for  the  aggregate,  computer-based  study  has  already  begun. 
All  the  education-related  data  has  been  gathered,  organized,  and  key- 
punched into  the  Department  0f  Education  computers.  This  includes  data 
on  such  items  as  property*  tax\  revenues,  education  costs,  and  number 
of  pupils  for  1500  school  dirstriojts;  y-This  data  will  enable  the  computa- 
tion of  the  costs  imposed  by  tfhe  Fe*feral  facility. ^ 


In  order  to  determine  adequately  the  benefits  of  the  facility,  the 
Commission  needs  data  from  five  Federal  agencies  outside  the  Department 
of  Education* . including  the  General, Services 'Administration,  Department 
of  Defense,.  Bureau  x>f  Economic  Analysis  at  the  Department  of  Commerce) 
y*e  Census  3ureau,*  and  the  Internal  Revenue  Service.  Only  these  agen- 
cies cai^provide  suchTdata  as  incomes  of  federally-connected  employees, 
number  of  civilian  employees,  and  consumption  patterns  necessary  to 
compute  the ^positiv^  effect  on  district  revenues  of  Federal  facilities. 

Obtaihing  afcd  applying  data  from  these  five  agencies  will  be*  a  time- 
consuming  task  requiring,  in  sum,  up  to  one  month.  The  initial  problem  ^ 
is  pimply  gaining  access  which,  agencies'  told  Jihe  Commission  staff, 
should  take  about,  one  week.  The  major  problem  then  becomes  adapting  and 
transferring  data  £rom  one  agency's  computer  to  that  of  the  Department 
of  Education.  This  requires  a  detailed  examination  of  the  data  avail- 
able and  How  It  matches  requirements.  ^ 
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pnless  the  Federal  agency  has  the  same  identification  cod^  as  the 
Department  -of  Education,  the  desired  data  ^  to  be  adapted  to  fit  the 
Education  Department  code*    The^ageqcies  contacted  do  not  have  the  same 
4identif ication  code*     '  \ 

Once  th£  transfer  has  occurred  and  the  Education, Department  computer  has' 
generated  results,  the  200 'districts  are  to  be  analyzed.  The  Commission 
will  be  be  looking  ror*relationships  between  key  characteristics-  associ- 
ated with  ba,ses  and  the^  net  burden  imposed  by  the  facility*  It  will  try 
^to  determine  tfee  magnitude  and* the  significance  of  relationships  between 
the  net  Federal  burden  and  variable's  such  as  number  of  '"A"  aijd  *Bm 
pupils,,  base  location),  the  number  and  type  of  base  employees,*  arid 
on-fcase  sales*  This  *ill  require  that  the  200  districts  be  grouped 
according  to  these  characteristics,  and  that  regressions  be  run  to 
determine  the  relationship^  between  th$  different  variables  and* Federal 
impact.  I 

L  -  -  ^ 

Finally,  during  the  course  of  the  Commission's  hearings,  many  witnesses 
raised  questions  about,  and" offered  evidence  on,  types  of  Federal, 
activities  and  policies  not  hejetofore  considered  for  compensation  under 
the  Impact  Aid  Program*  -  Among  these  were  the  costs  of  Complying  with 
Federal  laws  and  regulations  and  the  •costs  of  providing  educational 
services  for  refugee  children  and  the  children  of  undocumented  aliens* 
The  Commission  had  not  adequately  prepared  for  the  study  of  these 
questions  but  has  determined  that  they  are  so  substantial  that  r  ecommen— 
dations  on  them  are  merited*  At  this  time,  were  .the  Commission  to 
expend  the  resources  necessary  to  do  these  questions  justice,  the^ 
central  parb  of  tne  study  of  the  Impact  Aid  Program  would  suffer.' 

*     #  ^  * 

,For  the  aboye  stated^r»asons,  the  Commission ^Inds  that  sports  supple- 
mental tp  its  Final -Report  should  be*  p/egared  and  submitted  and  recom- 
mends that  the'  following  legislatirre"~proposal  be  ^enacted  to  authorize 
such  reports* 

\  . 

Be  it  enacted  by  the  Senate  and«the  House  of  Representatives  of  the 
.Unired  States  of  America  in  Congress  assembled,  That  (a)  the  Commission 
on  the  Review  of  the  Federal  Impact  Aid  Program,  established  under 
section  1015  of  "the  Education  Amendments  of  1978  {Public  Law  95-561), 
shall  be  continued  for  the  purpose  of  enabling  such  Commission  to 
prepare  and  submit  to  the  President  and  the  Congress  not  more  thai^  tffree 
reportl  supplemental  ,to  its  final  report  required  under  the  provisions 
of  'such  section  1015;  The  first  of  such  reports  shall- be  submitted  no 
later  than  July  1/1981;  and  the  last  thereof  shall  be  submitted^no 
later  than  18*0  days  after  the  submission  of  the  first  thereof.  such 
supplemental  reports  shall  include  such  information  and  recommendations' 
as  such  Caries  ion  determines  to  be  appropriate  and  shall  at  least 
4  include  reports"  on  studies  6t  - —  . 

(1)     „the  economic  benefits  and  burden*  on  local  educational 
agencies  resulting  from  activities  taking  place  on  Federal  property? 


f 
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(2)  the  operation  of  the  programs  authorized  by  Public  Law 
874,  Eighty-first  Congress,  with  respect  to 'children  residing  on 
Indian  lands ^      t  %  ^ 

(3)  the  relationship  between  such  programs  and  State  programs 
*    of  payments  to  local  educational ^agencies,  including  equalization 

plans;  *  * 

•  *  J  '  . 

{4)  payments-  to  such  agencies  for  the  education  of  -children 
rfesidihg*  in  low-rent  public  housing;  and 

*(5)      the  costs  to  such  agencies  of  complying  with  Federal 
laws  and  regulations  and  of  serving  children  who  are  in  attendance 

at  their  schools  by  reason  of  Federal  policies. 

'  *  .-» 

*  (b)  Ail  fdnds  designated,  allocated /Vr  otherwise  available  (or  to 
be  available)  to  the  Commission  for  its  operating  exposes  shall,  not- 
withstanding any  other  provision  of  law,  be  made  Available  to  such 
Commission,  and  remain  available  tp'  such  Commission  for  ^such  purpose 
•  until/  expended,'  wi'thout  regard  for  fiscal  year  limitations.  In  addi- 
tioif,  with  respect  to  the  fiscal  year  ending  September  30,  1981,  the 
Secn*fefcary  of  Education  shall,  notwithstanding .any  such  provision  of. 
law\  make?*  available  to  such  Commission,  tz&L-j*ay  funds  appropriated  to 
the  Department  of  Education,  such  funds  afe  may  be  necessary  to  enable 
the  Commission  to  maintain  its  level  of  operations,  except  that  the 
total  amount  so  available  for  any  month  shall  not  exceed  110  percentum 
of  the  average  zo^hthly  amoUnt  available  for  expenditure  by  the^  Conmis- 
sion during  th£  fiscal  yfear  ending  September  30,  1980* 

<  (c)  In  exercising  its  authority  to  appoint  and  compensate  necessary 
staff  under  pari'D  of  the  General  'Education  Provisions  Act,  such  Commis- 
sion shall  jy#e  such  authority  without  regard  for  the  provisions  of 
Chapter  51  and  Subchapter  III  of  Chapter  53  of  Title  N^,  United  jStates 
Code,  regarding  the  classification  of  positions  and  *t^he  Salification  of 
persons  to  fill  such  positions,  1  Uppn  the  expiration  o/  the  Commission 
all  persons*  employed  by  the  Commission  for  a  period  in  excess  of  one 
ye$r  shall  be  considered  as  having  held  permanent  positions  in.  the 
Government  service  for  the  period  of  their /employment  by  the  Commission*. 

(d)  The  terms  of  office  of  the  members  of  such  Commission  shall: 
be  coterminous  with  the  duration  of  the  Commission  and  the  number  gf 
such,  members  shall  be  equal  to  the  number  who  are  In  office  at  any  time, 
except  that  such  number  shall  not  exce£&  tiie  number  Specified  ip  such 
section  1015.  A  quorum  of  the  Commission  shall  be  equal  to  a  majority 
of  "the  members  of  the  Commission  who  have^qualif led* 

J      ■  - 

(e)  Subsection  (a)  of  this  section  shall  be  1  effective  upon;  the 
submission  to  the  Congress  of  a  Special  Kepprt  of  such  Commission 
requesting  the  authority  provided  therein. 


APPENDIX  C  APP  C-1 


*  s 


CHARTER 


COMMISSION  on  the  review  of  the  federal  impact  aid  program 

PURPOSE  ^  (' 

In  recognition  of  the  responsibility  of  the  United  States  Government, 
tthe  Congress  has  declared  it  be  the 'policy  to  provide  financial  assistr 
ance   to   those,  local  educational   agencies  whose  school  ^population  is 
impacted 'by  the  presence  of  Federal  activities.    Public  Law  874,  Eighty- 
first  Congress,  charges  the  Commissioner  of  Education  to  pay  these  local 
educational  agencies  a  prescribed  amount  which  is  meant  t*b  compensate 
them  for  the  financial  burden  placed  upon  them  by  reason  of  loss  of 
revenue   or*  provision  of  educational  services   to   federally  connected 
children  or  by  sudden  or  substantial  increase  in  school  attendance  as 
the  result  of  Federal  activities.     The  Education  Amendments  of  \1978,  - 
Public  Law  95-561,  require  a. review  and  evaluation  of  the  administration 
and  operation  of  the  Impact  Aid  Program  under  Public  Law  374,  includ- 
ing the  equity  if  the  present  funding  structure,  the  relative  benefit  of 
the  program  in  view  of  it**  increasing  costs  and  the  limitation  on  / 
available  funds,  and  the  way!  in  which  these  local  educational  agencies  \ 
can  best  be  assisted  in  meeting  their  educational  needs.     Discharge  of 
these   responsibilities   requires   the  establishment  and  advice  of  the 
Commission  on  the  Review  of  the  Federal  Impact  Aid  Program. 

AUTHORITY  r\  ^ 

This  Commission  is  established  under  secticin  1015  of  Public  Law  95-561, 
the  Education  Amendments  of  1978.    It  is  governed  by  provisions  of  P?rt 
D  of  the  General  Education  Provisions  Act  to  the  extent  that  such  4 
provisions  are  not  inconsistent  with  such  section  1015, 

FUNCTION^ 

The  (permission  is  required  to  review  and  evaluate  the  administratis  and 
operation  of  the  Impact  Aid  Program  under  the  hot  of  September  30,  1950 
(Publiq^Law  874,  Eighty-first  Congress)  including: 

1)  the  equity  of  the  present  funding  st^ruct.ure  under  .Public  Law  874, 

2)  ^ the  relative  benefit  of  the' assistance  for  Impact 'Aid  under  Public 
Law  874  in.  view  of  the ^increasing  costs  of  the  program  and  the'  limita- 
tion  on  the  availability  of  funds,  and 


3)  the  ways  in  which  districts  of  local  educational  agencies  which  are* 
Federally  impacted  can  best  *be  assisted^  in  meeting  their  educational 
heeds. 

The  Canmission  is  to,  coordinate  closely  its  activities  with  activities  * 
of  the  Advisory  Panel  on  Financing  Elementary  and  Secondary  Education 
established*  under   section    1203   of  *  the   Education  Amendments  of  1978 
(Public  Law  95-561) * 


\  ■ 
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The  Commission  is  to  prepare  and  submit  to  the  President  and  to  the 
Congress  no  later  than  September  1,  1981,  a  report  on  the  review  and 
evaluation  required  by  section  Soi5  of  the  Education  Amendments  of  1978, 
together  with  such  recommendations  for  legislation  relating  to  th£ 
authorization  of  the  program  and  funding  for^t^e program,  as  the  Commi^* 
sion  deems  appropriate.  ^~ 

STRUCTURE  * 


Ifhe  Commission  consists  of  ten  members  appointed  by  "the  President,  one 
of  whom  is  designated  by  the  President  to  cSalr  the  Commission.  Members 
include  persons  who  are  not  fulltime  employees  Of "the  Federal  Government 
and  who  are  knowledgeable  ^bout  the  problems  of  local^educational 
agencies  in  impacted  areas,  State  and^locll  officials,  leading  authori- 
ties in  education  and  the,  social  sciences,  and  from  the  general  public* 

The  ,Seqreta?y  of  Education  is  to  assure  that  the  Department  of  Education 
provide  full  support  and  cooperation  to  the  Commission*  The  Secretary' 
of  Education  is  to  make  available  tc\tne  Commission,  from  funds  appro- 
priated to  the*  JDepartment  of  Education,  such  funds  as  may  be  necessary 
to  enable  the  Commission  to  maintain  its  level  of  operations,  except 
tnat  the  total  amount  so  available  for  any  month  /&ay  not  exceed  110  per  • 
centum  of  the  average  monthly  amount  available  for  Expenditure  by  the 
Commission  during  the  fiscal  year  1980.   


The  Commission  is  authorized  (1)  ,to  appoint,  without  regard  ta  the 
provisions  of  title  5,  United  .States  Cc&er  governing  appointments  in  the 
competitive  service,  or  otherwise  obtain  the  services  of,  such  profes-4 
sional,  technical,  §nd  clerical  personnel  as  may  be  necessary  to  enable 
it  to  carry  out  its  functions,  as  prescribed  by'  law,  and  (2)  to  compeh-  ' 
sate  the  persons,  the  services  of  whom  ^re  srf  obtained,  at  such  rates  as 
the  ^Commission  determines  necessary  to  enable  it  to  accomplish  its 
purposes.  The  terms  of  office  of  the  members  of  £he  Commission  are 
coterminous  with  the  duration  of  the  Commission  ^nd  the  number  of  such 
members  shall  be,  equal  to-  the  number  who  are  ,in  office  at  any  time.  A 
quorum  of  the  Commission  is  equal  to  a  majority  of  the  member  $  of  the 
Commission  who  have  qualified.        f  * 


MEETINGS  o  « 

Unless  otherwise  determined  by  the  Commission,  the  Commission  is  to  meet 
at  the  call  of  the  Chair,  but  not  less  than  two  times  each  year. 


Meetings  are  to  be  open  ^o^fee  public.  Adequate  public  notification 
will  be  given  in  advance  of  each  Commission  meeting* 

Meetings  are  convicted,  and  records  of  proceedings  kept,  as  required  by 
applicable  laws* 


f 
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*  ■  1 
Members,  who  are- not  fulltirae  Federal' employees  ar*  paid  at  the  rate  of 
$100  per   day,   plus  per   diem  and   travel  expenses   in  accordance  with 
Federal  Travel  Regulations,  ~  ' 


DURATION 


The  Camnifesipn  shall  terminate  September  30,  1981. 


V 
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COMMITTEE  ON  Aff»nor»RlATlON3 

Washington,  d.c.  20510 


March  31 f  198 


ERjt 


Mr.  Harold  Rogers',  pr. 
Chaixjnan,  Commission  on  the  Review 
4  of /the  Impact  Aid  Program  ^ 
1832\M  .Street,  N.W. ,  Suite  837  - 
Washington,  D.  C,  20036 

pear  Mr.  Rogers:  - 


X 


.  ^      Once  again ,  the  President ? s . budget  request  for  the 
'   Impact  Aid  program  proposes  "large  reductions  in  funds.  ?he 
purpose  of  this  letter  is'  to  ask  j 
Commission  for  some  assistance. 


you  and  the  members  of  your  * 


It  would  be  most  helpful  if  the  Impact  Aid  Commission 
could  provide  us  with  a  brief  interim  r.egort  of  what  the 
Commission  has  accomplished  and  learned  .to  date. ■  Specifically, 
the  Appropriations _ Committee  cquld  use  a  recommendation  on 
m  funding  priorities  for  the  program  in  fiscal  1*981.     In  other 
words ,  given  the  Limited  funds  we  will  i^ve  available  to  appro- 
priate for  Impact  Aid,  what  items  in  the  program  should  have  the 
highest  priority  for  funding? 

With  the  further  reductions  the  revised  budget  proposes 
for.  Impact  Aid,  it  will  be  difficult  to  even  equal  the  fiscal 
1980  appropriation.    Any  specific  recommendations  or  ideas  you 
can  provide  on.  the  maintenance  and  operation  or  construction 
portions  of  the  Impact  Aid  program  wii^fbe  appreciated.  Since 
'we  are  working  on  a  tight  time  schedule,  we  need  your  report 
and  recommendations  by  May  1,  1980. 

The  Commissioiw ha,s  a  difficult  task,  ahead  of  it.     I  want 
you  to  know  that  I  support  your  efforts  and  want  youjko'be 
iiTvolved  xn  advising  the>  Committee  on  possible  ways  to^fund 
Aid  in  fiscal  1981.  . 


report. 


WGM/Ht 


hank  you  for  your  assistance.    We1  look  forward,. to  your 

Sincerely, 

■    (^^—  V^tf — 

WARREN  G.-  MnGNUSOa,  Chairman 
'  '.     Lnbor-UEW.  Appropriations  „ 

Subcommittee 

'  5$8       '  's 
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MAJonnV  nr.MDcitjxi 
CAflt  t>.  rtnmm*,  kr-  cm  m%*aH 
*>USAt4  n.  rMn,  Midi,  i 

IMC fJ^Hirwn,  H(i 

avsiim  a,  Mintf^r  ,  r*. 

OALTACArt  CP*l *A  lA,  tMl-  '  ' 

oaix  r.  Ktuxr,  4  ten*. 
I**T  totiUAul,  *4  »i r. 
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Mr.  Harold  E.  Rogers,  Jr. 
Chairman 

Commission  on  the  Review  of  the 

Federal  ^Itopact  Aid  Program 
1832  M  Street,  N.W.  -  Suite*  837 
Washington,  D.C.  20036 


Dear  Mr. 


Rogers 


As  you  are -well  ^awase  ,*  the  Administration  Has  sent 
tp  the  Congress  a. proposal  that  would  represent  4^ major 
policy  shift  from  the'  currently  authorized 'impact  aid  pro- 
•gram.     This  proposal  will  be>  considered  by  the  Congress  in 
tha  next  several  months.     As"  ttfe  Chairman  of  *the  Houses-Ed- 
ucation and  Labor  Committee,  I  am  concerned  that  any  deci- 
sion thai:  Congress  makes  regarding  impact  aid  be  base^i  on 
an  appropriate  factual  discussion  of  the  program.  ' 

*   It*  is  my  understanding  that  your  Commission  is  not 
plaanUng  to  issue  its  final  report  until  December.     I'am  . 
informed  that  the  Commission  has  conducted  hearings  in 
Washington,  D.C,  Seattle,  Denver  and  Chicago  and  has  heard 
from  hundreds  of  witnesses/  While  I  realize  the  Commission's 
work  is  far  from  complete,  I  believe  that  the  information' 
gathered  thus  far  would  fce  extremely  helpful  tp  congressional 
decision  making.     Accordingly,  I  am  requesting  that  the  Com- 
mission consider  issuing  a  preliminary  report  that  would  sum- 
marize tfiT  evidence  gathered  an'd  submit  to  the  Congress  the. 
Commission's  preliminary  recommendations  concerning  continua- 
tion of  the  impact  aid  program. 
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■  a  t-\*T™iv  rpsnonse  from^the.  Commission  will  greatly 
request  icor  a  preliminary  report/ 


Sii}derely, 


&r  D.  Perkins 
Chairman 


-CDP-.jp 
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-    INTERIM  REPORT  .  ,  , 

%    OF  THE 

.  ,     A  commission 

ON  THE  .  m  , 

REVIEW  0,F  THE  FEDERAL  IMPACT  AID  PROGRAM 
*  I  *  * 

(to-be  followed  by  Supplemental  Documentation) 

I  ' 

The  Confiaission  on  the.  Review  of  the  Federal  Impact  Aid  Program  was 
established  in  accordance, with  section  1015  of  the  Education  Amendments 
of  197$  and  given  the  , mandate  that  it  Teview  apd  evaluate  the  operation4 
and  administration  of  the  Impact  Aid  Program  authorized  by, Public  Law 
874,  Eighty-first  Congress,  *  * 

s 

The  Impact  Aid  Program  *  was  established  in  1950  and  payments  were  made 
through  that  program  to  local  educational  agencies, for  fiscal  year  1951 
and  each  fiscal -year  thereafter  *  Thpse  payments  amounted  to  $28  million 
in  1951  and  have  grown  to  .approximately  $780  million  in  fiscal  year 
1980.  „  •  * 

/ 

The  payments  are  made  to  ythose  local  educational  agencies  which,  under* 
the  law,  are  so  affected  by  Federal-  activities  as  to  have  had  a  burden 
placed  on  them  thereby  which;  merits  compensation.,  Two  kinds  q£  burden 
•have  been  recognized  by-'£ha  law:*  (1)  a  revenue  burden  arising  from  the 
fact  that  Federal  property  in  the  school  districts  of  £uch  agencies  Is 
not  subject  to  real  property  taxes,  and  (2)  a  service  burden  arising 
from  t&e  fact  that  those  agencies^pTSvide  educational  t  services  for 
federally-connected  children  without  having  a  t&c  base,  with  respect  tfc 
those  children,  adequate  to  provide  them  with  these  services. 

% 

The  Commission  has  ten  members,  appointed  By  the  President  on  August  15, 
1979,.  and  has  begun  to  carry  out  its  charge  under  a  Plan  of  Study 
adopted  December  14,  1979.  Under  *the  Plan  of  Study,  the  Commission  is 
t  gathering  Ividence  onjthe  operation  of  the  program  until  the  end  of  May/ 
1980;  and,  durfng  the  succeeding  four  months,  it  is  to  develop  recom- 
mendations based  on  that  evidence.  The  remainder  "of  the  time  is  to  be 
used  fojc  writing  and  approving  a  final  report.  * 


Evidence  is  to  be  gathered  both  through  public  hearings  at  which  all 
interested  parties  are,  to  be  given  ant  opportunity  to  present  views'and 
through  in-house  research  by  the  staff  of  the  Commission.  The  research 
staff  supports  the  hearing  process  by  providing  necessary  informati6n  to 
the  Commissioners  in  preparation  therefor  and  conducts  research .  ip 
subject  matter  areas  which  do  not  easily  lend  themselves  to  examination 
and  analysis -in  the  hearing  process. 

M  this  time,  the  hearings  are  aLaost  half  completed  and  the  staff 
research  i*s  almost  one-third  through  its 'schedule*'  Thus*far  the  re- 
search has  three  central  areas  of  study*  school  finance,  economics,  and' 
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the  education  needs*  of  federally-connected  children.  Each^of  these 
areas  is '  baaed  on  intensive  legaj  research  on  the  background  of  the 
Impact  Aid  Program  and  the  issues  which  gave  rise  to  its  creation  and 
continuation  during  the  past  30  years.  ,  ' 

Thus  far,  the  school  finance  study  has  concentrated  on  an  examination  of 
the  manner  In  which,  public  schools  were  financed  at  'the  time  when  Public 
Law  874  was  first  enacted,  trends  in  school  finance  since  that  tito**  ^e 
current  ^issues  affecting  the  cost  of  operating  schools,  and,  in.* that* 
context,  the  costs  resulting  from  federal  activities  and  policies.  The 
underlying  issutf  for  the  school  finance  study  is.  concerning  ^he  rela- 
tionship between  real  property  taxes  and  the  revenues  necessary  foe  the 
operation  of  public  schools  and  the  effect  of  Federal  ownership  and  use 
of  land,  including  the  obligations  inherent  therein.       .  * 

The  reason  most  frequently  advanced  for  reducing  the  amounts  paid,  to 
local  educational  agencies  is  that  the  economic  benefits  to  be  derived 
from  Federal  expenditures  in  conjunction  yith  its  activities  compensate, 
to  some  extent,  for  the  burdens  arising  from  those  activities.  No  hard 
data  was  to  be  had  on  net  economic  benefits;  and,  therefor,  the  staff 
has  been  developing  an  economic  impact  model  which,  at  this  stage,  is- 
being,  usec^  to  measure,  as  objectively  as  possible,  the  net  economic 
burden  or  benefit  of  Federal  activities  on  -Icxfel  educational'  agencies. 
At*  this  time,4  the  model  is  being  tested  on  a  case  study' basis,  with 
tests  having  been  almost  completed  on  two  cases  and  being  conduced  on 
three  additional  cases.  If  it  appears  from  these  test  cases  that  the 
Taodel  is  usable  on  any  consistent  basis,  it  is  expected  that,  within  the 
time  constraints  and  resources  at  hand,  it  can  be  adapted  for  wider  use, 
involving  more  school  districts. 


The  legal  research  conducted  by  thf  staff  has,  during  its  early  stages, 
concentrated .  on  the  original  premises  upon  which  public  Law  874  was 
based  and  on  the  legal  and  historical  background  for  those  premises.  It 
is  clear  that  Public  Law  874  was*  enacted  in  order  to  mitigate  against 
the,  detrimental  ^effecta  of  the  Federal  Government *s  owning  and  using 
tax-exempt  real  property  on  local  educational  agencies  which  under  the 
pattern  of  school  finance  laws  of  the  States  relied  heavily  upon  taxa- 
tion of  jteal  jhfoperty  for  their  revenues.  These  ^premises  were  not,  and 
are  not*/  basec}  nearly  sa  much  on  education  as  on  the  question  of  whether 
the  Federal  Government  can,  in  carrying  out  its  necessary  and  proper 
sfunctidns,  inhibiV  the  States  and  their  subdivision  in  carrying  out 
their  functions 'under  the  .federal  system  devised  by  the  framersGbf:  the 
Constitution.  *  * 

tm  * 

With  less  than  half  of  the  evideqge  gathered  and  analysis  still  in  the** 
theoretical  stage,  the  Commission  is  -  unable  to  make  any  definitive 
findings  or  recommendations*-  However,  current  proposals  regarding 
funding  fpr  the  Impact  Aid  Program  for  the  coming  fiscal  year  have 
raised  prematurely,  a  que^tion|ptespecJting  the  continuation  of  the 
program  as  it  has  been  known.  The  evidence  *  supporting  those  proposals 
has  been  examine^  by  the  Commission. 


f 


J 
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4  INTERIM  FINDINGS 

*r  '  v 

The  Commission  has,  at  this  time,  completed  only  half  of  its  evidence 
gathering  task;  no  final  judgments  can  be  made  regarding  recommendations 
for  changing  existing  law  based  on  the  evidence  gathered  to  date.  The* 
Commission,  through  the  hearing  process  and  staff  research, "lias  gathered 
sufficient  evlclferice^to  formulate  general  policies  which  can  be  the  basis 
for  the  development^of  those  recommendations. 

a,  Validity  of  the  underlying  premises  of  the  program  t 

At  this  goint,  the  evidence  makes  cleat  that  many  of  the  problems  Public 
Law  874  was  Originally  enacted  to  address ' stiil  exist  today.  The 
Federal  Government  still  owns  v$%t  areas  of  land  and  uses  that  land  as 
places  of  residence  for  children  in  attendance  in  public  school^  and  as 
places  of  employment  for  their  parents.-  School  districts  still  rely  on 
prfcperty  tax  revenues  to  support  their  operations.  'Federal  ownership 
and  use  of  land  thus  continue  to  deprive  local  educational  agencies  of 
substantial  amounts  of  revenues  while  placing  ^children  in  their  schools 
without  adequate  compensation  for  the  cost. 

s 

While  some  'school  district!  today  rely  less  heavily  on  local  r.eal 
property  taxation  and  wfaijja  there  has  been^some  increase  in  the  percent- 
4         age  o'f  fur\ds  for  publfc^Teducat ion  ^ that yTOffle  from  State  sources,  these, 
/  changes  in  the  pattern  of  financing  public  schools  that  have  occurred 

since  1950  are  not  great  enough  to  justffy  discontinuing  the  Impact  Aid 
Program  in  the  foreseeable  future.  They  are  significant  enough,-  how- 
ever, to  merit  adjustments  in  the  program  with. respect  to  the  method  by 
which  the  amounts  of  payments  are  computed,  Thes*e  adjustments  are  more 
in  line  with  determining t  a  more  accurate  estimation  of  actual  burden 
than  with  making  "any  major  changes  in  the  underlying  policies  of  the 
program,  howeVer.  "  ,  /* 

Specifically,  local  educational  agencies  which  rely  upon  real  property 
taxes  for  revenues  to  support  the  operation  of  their  schools  continue  to  ^ 
derive  those"  revenues  fy:om  taxation,  of  residential  property  and  commer- 
cial property;  both  are  major  factors  in  the  tax  base.  So  long  as  the 
Federal  Government  owns  and  uses  land'  as  piaces  of  residence  and 
place's  of  employment,^  it  should  carry  a  responsibility  similar  to  that 
of  a  private  land* owner.  .  '  v 

/ 

The  Commission  finds,  as  of  this  time,  that  the  evidence  thus  "far  before 
the  Commission  —  *  » 


(1)  shows  little,  if  any,  dispute  respecting  the  Federal  obligation  to 
assist  in  paying  for  the  local" share  of  the  .cost  of  educating  children 
who  both  reside  on,  and  live  with  a*  parent , employed  on,  Federal 

property;  and  .  «  ' 

*  * 

(2)  shows  with  respect  to  the.  education  of  children  who  either  live  in 
low-rent  public  housing/  or  live  .with  a  parent  employed  on  Federal 
proper.ty,  there  is  no  basis  to  justify  a  policy  distinction "  between 
(1)  and  (2)  at  this  time.         '         .  _  ■ 


4 
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B.f .  .STATE  AND  LOCAL  LAWS  . 

Witnesses  representing  'the  Administration  contended  that  the  economic 
benefits  resulting  from  Federal  activities  are  sufficient  to  compensate 
lodal  educational  agencies  for  a  major  part  of  any  burden  placed  upon 
those  agencies  by  the  Federal  ^Government*  The  Commission  is  giving  this 
contention  substantial  consideration ,  questioning  witnesses  on  economic 
impact  issues 9  and  tentatively  finds:  ' 

(1)  that  if  there  are  net  economic  benefits  to  the  affected  locali- 
ties^ the  revenues  from  those  benefits  are  primarily,  in  the  form  of 
income  and  sale's  taxes  imposed  and  used  by  State  government  and  local 
units  of  general  government,  rather  than  by  local  educational 
agencies;  ' 

(2)  that  those  revenues  can  only  beoome  available  to%  local  educational 
agencies  through  substantial  changes  in  State  laWs  which  would  af|ect 
fiscal  independence~of  those  agencies; 

(3)  that  Federal  policy  should  be  neutral  with  respect  to  the  rel 

tionship  between  the  States  an$J>  their  subdivisions  and  with  respec 

fiscal  independence  of  local  educational  agencies;  and 
«  * 

(4)  that  the  policy  in*  favor  of  treating  the  Federal  Governme 
the  extent  practicable  as  a  private  owner  is  sound  and  sho 
continued* 


C.    SCOPE  OF  THE  STUDY 


The  evidence  before  the  Commission  which  would  support  major  reductions 
in  *  the  Impact  Aid  Program  is  based  on  ^a  contention  that  the  Federal 
Government  must  reduce  expenditures  generally  &rict  that  among  Federal 
priorities  Impact  Aid  is  of  less  importance  than  other  items  in  the 
Federal  budget*  This  contention  does  not  speak  to  the  merits  of  the 
program  on  its  own  terms  but  to  the  program's  relative  merits  when 
measured  against  other  joeri tor iousffc Federal,  activities.  The  Commission 
finds:' 
* 

{1)  that  budgetary  considerations  are  political  questions  which  change 
*  from  year  to  year/  based  on  many  factors  beyond  the  scope  of  this 
review  and  evaluation  of  th^  Impact  Aid  Program* 

(2)  the  degree  to  which  Federal  activities  ^constitute  a  bufderv  on)* 
local  educational  agencies  is  , relatively,  constant  over* the  years  and* 

/can  be  determined  based  upon  factbrs  within  the  scope  of  this  review 
and 'evaluation;  ! 

(3)  that  budgetary  considerations  are  not  relevant  to  determining  the 
magnitudf^of  burden  placed  upon  focal  educational  agencies; 

\ 

(4)  that  budgetary  considerations  A  if  they  are  tp  be  a  factor  in  the 
amounts  paid  to  local  educational  "agencies ,  should  bear  on  determining 
the  overall  levels  of  appropriations^ .for  the, program,  and 
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(5)   that,*Ji£  'those  levels*  of  appropriations  are  insufficient  to 
compensate  . loqal   educational  agencies   for   the  burdens  placed  upon 
them,   the   funds   appropriated   for   the   program  shojild  be  allocated 
within  the' program^  on  the  basis  of  priorities  which  take  into  consid-* 
eration  the  magnitude  of  the  types  of  such  burdens, 

D.     SUBJECTS  OF  RECOMMENDATIONS     -  • 

The  Plan  of  Study*  adopted  by  this  Commission  included  as  a  means  for 
developing  recommendations  a  aeries  of  special  studies  designed  to  focus 
upon  the  issues  about  which  recommendations  woul<}  be  appropriate.  The 
evidence  to  tijfe  Commi^sfcli  thus  far  appears  to  justify  a  decision  to 
make  recommendation?  on  a  number  of  issues.  The  Commission  finds  that 
recommendations  should  be  made  in  the  final  report  regarding  the  fallow- 
ing issues:         ,-  *  ,  . 

(1)  The  jjinds  of  ownership  and  use  of  land  by"  the  Federal  Govern-  - 
ment  which  warrant  consideration  in  an  Impact  Aid  program,  includ- 
ing,  but  not  'limited  to,   Indian  lands,  low-rent  public  housing, 
post,  pff  ices,  and  leasehold  interests;  * 

J 

(2)  The  criteria,  if  any,  which  school  districts  should  satisfy  to 
be  eligible  for  Impact  Aid; 

(3)  Whether  in-lieu  of  taxes  payments  from  'other  agencies  should 
be  taken  into  consideration  in  determining  the  ^jaount  of  Impact  Aid 
payments; 


(4)  Compensation  for  the  .increased  costs  caused  by  sudden  and 
substantial  enrollments  resulting  ^jpm  Federal  activities; 

(5)  Whether  the  present  ^provisions  for  including  children  of  Cuban 
\refuiees   should  be  expanded  to  include   ladochinese  refugees 

Nqid  tfeildren  of  undocumented  aliens;  y 

H6)  Whethj^£)iccal  educational  agencies  shoujld  be  compensated  for 
•    the  costs  they^  incur  in  complying  with  Federal  laws  and  regulations; 

(7)  Th.e  method  of  calculating  the  amounts  to  which  local  educa- 
tional agencies  are  entitled; 

(8)  The  obligation  of  the  federal  Government  with  respect  to  the 
'*    education  of  federally-connected  children;  * 

(9)  State  treatment  of  Impact  Aid  payments  in  their  programs  of  ' 
payments tJSr  "local   educational   agencies,    including  equalization 
plans; 

(10)  The  treatment  of  'federally-operated  school^  for  military 
dependents;  and  * 

*  i*  - 

(11)  Priorities  in  allocating  funds  when  appropriations  are  insuf- 
ficient to  satisfy  all  entitlements. 
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E«    CONTINUATION  OP  OpB  PROGRAM 


Subsequent  to  the  establishment  of  this  Commission,  the  Administration 
submitted  to  the  Congress  a  budget  request  which  would,  were  it  adopted 
by  the  Congress ,  result  An  a  substantial  reduction  in  the  level  of 
appropriations  ffcr  the  Impact  Aid  Program  for  fiscal  year  1981  from 
those  of  fiscal  year  1980  and  preceding  fiscal  years.  This  request  has 
been  a  major  subject  of  concern  during  the  Commission's  hearings* 


This' situation  began  with,  the  first  witnesses  at  the  Coris4_§£ion  *  s 
first  hearing  when  the  Administration's  representatives  testified  in 
favor  of  its  budget  request.  The  situation  has  continued  to  the  point, 
that  many  people  who  testified  expressed  concern  about  the  continuation 
of  the  program  even  while  the  Commission  is  conducting  its  study. 

ItNras  in  this  context  that  the  Commission  was  requested  to  submit  to 
the  Congress  an*J.nterim  or  preliminary  report  and  to  make  a  recommenda- 
tion concerning  funding  continuation  of  the  program. 

The  Commission  finds:        ,      .  -~ — / 

'      V  ■ 

(1)  that  the  hearings* have  revealed  that  any  major  reduction  in  the 
level  of  appropriations  for  Public  Law  $74  will  cause  serious  disrup- 
tions in  the  operation  of  many  schools  and,  in  the  case  of  the  more 
heavily  impacted  districts,  school  closings? 


(re 


(2)  that  there  are  local  educational  agencies  (such  as  those^with 
school  districts  wholly  within  -the  boundaries  of  militagy^iftstalla- 
tioris)  which  have  limited  or  no  local  tax  base  and^a're,  therefore, 
extremely  or  entirely  dependent . upon  Impact  Aid. -payments  for  .their 
operation  and'  for  which  payment  of  less  than  /the  full  amounts  to 
which  they  are  entitled  undefc  existing  law  threatens  their  ability  to 
continue  operations?  :        ^  , 

(3)  that  any  such  reduction  would  so  change  *J^»<s  pcpgram  as  to  defeat 
the  value t of  the  ^inal  report  of  this  Commission?  * 

•ft  '  ' 

(4)  that  on  .the  basis  of  evidence  about  /such  factors  as  mobility  pi 

students,  the  disproportionate  number  of  children  in  need  of  special 
.  servic^,  the  sudden  fluctuation  in  enrollments,  and  th£  competition 
with  private  industry  before  the  Commission  there  is  justification 
for  continuation  of  the  program  with' some  refinements?  and 


(5)  that  the  basic  premises  of  the 
today  and  will  continue  to  have  that 
change  in  the  structure  of  financing 


or 


iginal  program  have  validity 
validity  until  there  is  a  major 
c  education. 


public 
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APPENDIX  G: 

*     *  I 
^  THE  ECONOMIC  ^IMPACT  MODEL  m  v 

The  economic  impact  model  .measures  the  impact  of  the  base  and  of  alter- 
native site  use  on  the  expenditures  and  revenues  of  Jtfie^local.education- 
al  agency.  The  model  determines?  the  net  impact:  of  the  bake  by  comparing 
the  burden  or  benefit  to  the  agency  of  the  base  itself  with  the  burden 
or  benefit  of  alternative  use.  Another  way  of  performing  the  same 
calculation  is  to  compare^ the  diffecence  between  the  expenditures 
imposedi  by  the  base  and  alternative  use  with  the  difference  between  the 
revenues  contributed  by  the  base  and  alternative  use. 

I  The  computation  is  performed  'in  the  following,  way: 

-  Burden  »  (Expenditures,  Base  -  Revenues,  Base)  .  * 

-  (Expenditures,  Alternative  Use  -  Revenues,  Alternative 


f 


The  same  calculation  can  also  be  structured  as  follows: 

Burden  *  (Expenditures,  Base  -  Expenditures,  Alternative  Use) 
-  (Revenues,  Base     Revenues,  Alternative  Use) 


The  economic  impact  model  is  \structured  arotmd  a  series  of  operations 
designed  to  capture  the  fiscalNis£actsof  a  military  base  on  an  agency. 
Ifoese  ari^eticlSperatiofis  estimate  the  magnitude  of  various  aspects  of 
the  base^s  impact.  They  rely  on  an  assortment  of  data  that  is  as 
specific  and-current  (for  application  to*  fiscal  year  1979)  as  possible. 

''The  model  was  fdapted  differently  in  each  case  study,  because  .the  econom- 
ic activity  of *each  area  was  distinctive .and  the  quality  of  data  varied. 
The  operations  and  data  applied  to  each  study,  consequently,  were 
slightly  differ  est.    A  •  - 

These  operations  and  their  various  applications*  are  described  !>elow. 
.This  description  is  followed  by  an  illustration  of  the  model  that  is 
presented  in  the  same  sequence  as  the  description.  The  variables  in 
each  operation  and  the  operations  themselves  are  shown  , using  sample 
data;  the  source  of  each  figure  used  by  the  study  is  listed  alongside 
the  operation.  A  discussion  of  |*he— actual  data  used  by  the  study  is 
presented  in  the  footnotes  that  accompany  the  model.  These  footnotes 
explain  how  the  data  ..for  each,  case  study  was  obtained,  updated ,  and 
adapted  to  fit  the  area  of  economic  activity.   - j 

A^ummary  of  the  Model  s 

Expenditures  undfcr  current  use  are  determined  by  multiplying  -the  number 
of  pupils  in  a  schoor  district  as  the  result  of  a  Federal  activity  by 
the  average  per-pupil  expenditure. 


•V 
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The  number  of  children  in  a  district  as  the  result  of  a  Federal  activity, 
is  equal  to  the  sum  of  the  number  of  children  of  persons  employed  on  the^ 
base  and  the  number  of  childreii^f^mployees  wfcose  jobs  were  induced  by 
the  spending  of  'base  employees  and  their  families.  The  number  of 
induced,  employees  is  determined /from  the  use  of  ap  employment  Multiplier 
that  calculates  the  non-Federal  /employment  in  a  cbmmilnifcy  resulting  from 
spending  by  families  of  base  'employees.        .   {  »  " 

The  per-pupil  expenditure  for  a  local  educational  agency  is  determined 
on  the  basis  of  average  per-pupil  expenditures  in  the  State  in  which  the 
agency  is  located  and  the  weighted  average  of  per-pupil  expenditures  in 
*  comparable  school  districts*  -  *  j  .  *K 

Revenues  affected  by  Federal  activities  ace  determined  by  calculating 
the  Federal  contribution  to  four  primary  sources  of  revenue:  residential 
property  taxes ,  commercial  property  taxes ,  State  aid  for  local  educa- 
tional agencies,  and  miscellaneous  "other *  local  revenue.  „  % 

Residential  property  tax  revenues  are  calculated  by  multiplying  the 
residential  property  revenues  in  the  district  by  the  percentage  of  resi- 
dential income  in  the^fistrict  that  is  attributable  to  base  employees* 

Ccenmercifcl  property  tax  revenues  are  calculated  by  multiplyi>«g  the  total 
commercial  property  tax  revenue  in  the  district  by  th^^^^centage  of 
consumption  in  the  district  that  is  attributable  to  the  base. 

State  aid  for  local  educational  agencies  is  affected  .by  Federal  activi- 
ties because  most  State  aid  payments  take  into  consideration*  the  as- 
sessed valuation  of  capable  ptoperty  ana-  tSe  ffiiaber  oT~ pupils  in  the 
district.  When  property  is  exempted  from  taxation  or  when  the  number  of 
-children  increases/  the  average  assessed  valuation  per  pupil  decreases 
and  the  amount  of  State  aid  increases.  To  determine  the  amount  of  State 
aid  trigg/er^ed  by  the  base,  the  model  inserts  into  the  State  formula  the 
amount  of  assessed  valuation  associated  with  th&  places  of  residence? 
employment  and  shopping  of  base-attributable  employees  and  the  number  of 
schoolchildren  associated  ^fith  Thes*  employees* 

iS^Pederal  contribution  to  miscellaneous  "other"  local  revenue,  which 
includes  local  income  taxes,  fees,  and  change*,  is  determined  by  multi-^ 
plying  total  miscellaneous  "other"  revenue  in  the  district  by  the  pro- 
portion of  inqpme,  or  population  th<at  is  attributable  tobase  employees. 
(The  variable  uSW  depends  on- whether  the  tax  is  a  function  of  income  or 
population* } 

The  same  procedures  are-used  to  calculate  the  fiscal  effect  of  alterna- 
tive u£e  of  the  site,  except  that  judgments  are  exercised  as  to  what*  the 
alternative*  use  would  haVe  been.  Alternative  use  is  determined  on  the 
basis  of  'local  experts1  projections  about  how  the  base  .site  would  have 
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_been  used  had  there  never  been  a^Federal  presence.     Wheh  the  Federal, 
installation  was  established  before  World  War  .II,  however,  this  alterna- 
tive use  is  determined  on  the  basis  of^how  the  site  would  be  used  if  the 
Federal  base  were  to  close,  * 

•  *  / 

A   flow-chart  description   oft>  thfe  way   that   revenues  and  expenditures 
attributable  botfi  to  the  base  and  to  alternative  use  are  calculated1  is  ' 
shown  below: 


THE  ECONOMIC  JMPACT  MODEL 
-  « 
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Income 


Income 
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A  summary  of  the  computations  required  to  determine  the  net  economic 

impact  of  a  military  base  on  a  local  educational  ^agency  is  presented 
below:  i 

Expenditures                                                *  - 

[Base-connected  or  Alternative  Use  Employees 
J  x  Employment  Multiplier     Pupils/Employee]  -  *  \ 

x  Per-pupil  Expenditure 

Revenues         >  '  —  ' 


a)  x Residential  Property  Tax, Revenues  » 

No.  of  Base  or  Alternative  Use  Employees  x^Ave&age  Personal  Income 
*  x    Income  Multiplier  x  Income,  District/Income, -County  or  SMSA 
-— ■    Income,  Base  or  Alternative  Use  Employees,  Distri^ct^  * 

Income,  Base  or  Alternative  Use  Employees,  District/Income,  District 
x    Residential  Property  Tax  Revenues,  District 

b)  Commercial  Property  Tax  Revenues  * 

No.^of  Base  or  Alternative  Use  Employees  x  Average  Personal  Income 
x    Income  Multiplier  x  Consumption/Income ~ 
*    Total  Consumption,  Base  or . Alternative  Ose^  Employees 

(Total  Consumption,  Base  or  Alternative  Use  Employees     Sase  Sales) 
x    Consumption,  District/Consumption,  County  or  SMSA 
■»    Base  or  Alternative  Use  Employees'  Consumption,.  District 

Base  or  Alternative  Use  Employees 1  Consumption  y"  , 
District/Total  Consumption,  District 
x    Commercial  Property  Tax  Revenue,  District 


c)  State  Aid  *  * 

State  aid  fc  attributable  to-1  the  base  is  calculated- by  inserting,  baser 
attributable  Average  Daily  Attendance  (ADA)  and__ assessed  valua'tioiv 
into  the  Sffcate  aid  formula.  State  aid  attributable  to  alternative  use 
is  calculated  by  substituting  the  ADA  and  assessed  valuation  Qf  the 
site  under  alternative  use  into  the  State  aid  formula* 


d)  Miscellaneous  "Other*  Local  Revenue 

Revenue  Associated  with  Income: 

Income,  Base  or  Alternative  Use/Income, ' District 
x    Miscellaneous  "Ot£er"  Local  Revenue,  District 

Revenue  Associated  with  Population: 

.  Population,  Base  or  Alternative  Use/Population /^Di strict 
x    Miscellaneous  "Other*  Local  .Revenue,  District 


< 


Net  Impact 

[Expenditures,  ^ase  -  Revenues,  Base] 

-  [Expenditures,  Alternative  Use  -  Revenues , -Alter native  Use] 

Another  way  of  looking  at  the  same  calculation: 

[Expenditures,  Base  -  Expenditures,  AlternativeJJse] 

-  [Revenues,  Base  -  Revenues,  Alternative  Ose] 


f  .. 
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^  A  Detailed  Description  of  the  Model  ( 

I.  Current  Expenditures  ^ 

S6  confute  current   expenditures   attributable   to   the  base,   data  are 
required  on  the.  number  of  schoolchildren  of  employee^  who  work  at  $he 
base,  the  number  of  schoolchildren  of  employees  at  jobs  induced  by  these 
^  base  employees,  and  finally  the  per-£up£l  expenditure  for  those  school- 

children* ,  ( 

m  .  The   first   figure,   the  number  of  schoolchildren  associated  with  base 

employees,  is  provided  by  the  Department  of  Education. 

Estimating  the  number  of  schoolchildren  associated  with  induced  employ- 
ees is  a  two-step  process  that  first  requires  the  calculation  of  the 
number  of  iftduped  jobholders  who  |live  in  the  district.  v  This  figure,  is 
calculated  by  dividing  the  anjount  bf  induced  income  accruing  to  district 
residents  by  the  average  income  per*  job  in  the*  area.     The  amount  of 
/      induced  income  accruing   to  district  iesidents   is  the  product  of  the 
total  Induced  income  In  the  area  =and  the  percentage  of  the.  area  popula- 
tion that  lives  in  the  district.     (The  model  assumes  that  induced 
employees  have  the  same  residential  patterns  asf  the  rest  of  the  popula- 
^  tion  in  the  area.)     Section  IIA  of  the  model,  which  describes  the  pro- 
'  S  cedure  for  estimating  the  residential  proper Jy  tax /revenue  attributable 
to  the  base,  shows  how  total  induced  income  "Irs  determined, 

,  9P°s  number  of  induced  job-holders  in  the  diTstifict  has  been  deter- 
ained,  the  next  £tep  is  to  estimate  the  mmh»r  schqolage  children 
associated  with  these  employees;  The  'product  of  tfce  pupils  per  job 
ratio  and  the 'number  of  induced  jobs  yields  the  number  of  induced 
schoolchildren.  For  each  of  the  four  districts  studied,  this  ratio  was 
approximately  0.4.  ^  <  - 

The  sum  of  the  number  of  base-connects  and' base-induced  schoolchildren 
—  yields  the  total  number  of  schoolchildren  living,  in  thfe  distefct  that 

are  attributable 'to' the  base.  To  determine  the  total  $osts  that  these 
children  impose  on  jthe  local  educational  agency,  their  number  is  multi- 
plied, by  the  average  pet-pupil  expenditure  for  the  agency.  Because  ( 
per-pupil  expenditure  for  the  impacted  ^gency  varies  with  the  amount  of/ 
•  Impact  Aid  it,  receives',  tfce  model  relies  on  two  per-pupil  expenditure 
figures:,  the  State  average  and  th$  weighted  average  of.  the  per-pupil 
expenditures  in  the  districts  determined 'to  be  comparable  .  to  the  one 
under  study. 

XX*  Current  Revenues  *  ^ 

A*  Residential  Property  .Tax  Revenue.     The  "determination  of  residential 
property  tax  revenue  a"ttfib£ttajfele  to  the]  base  requires  three  n&berss 
the  amount  of   taxable  income  amSng   residents  of   the.  district  whose  • 
employment  is  attributable  to  the  Ifcase,  Jthe  taxable  income  among  all 

1      ■  .    I     ■   '■  \ 


* 
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residents  of  the  district,  and  total  residential  property  tax  revenues 
.received  by  ±he  local  educational  agency.  The  product  of  the  total 
residential  property  tax  revenue  and  the  percentage  of  residential 
district  income  constituted  by  the  income  of  base-attributable m families 
yields*  base-attributable  residential  property  tax  revenue*  The  assump- 
tion underlying  this  operation  is  that  the  amount  of  residential  proper- 
ty m tax  that  families  pay  is  proportionate  to  their  income*  The  amoint 
of  residential  property  tax  revenue  collected  in  a  given  year  by  a  local 
educational  agency  is  available  from  that  agency* 

Taxable  income  attributed  to  the  base  includes  both  the  income  of  base 
employees  .living  in  taxable  residences  in  the  district  and  the  amount  of 
induced*  income  accruing  to  district  residents.  Base-connected  employees 
who  pay  residential  property  taxes  include  civil  service  employees, 
nonappropriated   fund   employees,    contractors,    and  military  employees 

•  living  off  base  (excluding  those  who  live  in  tax-exempt  mobile  homes  in 

*  the  district) ♦    The  incomes  of  the  working  spouses  associated  with  these 
employees  is  also  considered  in  estimating  property  tax,  payments. 

Each  groqp's  'direct  income  is  calculated  by  multiplying  the"  average 
salary  of  employees  in  the_group  by  the  actual  number  of  employees  in 
that  group.  This  product^fc  then  multiplied  by  the  personal  income 
adjustment,  which  includes^pfiese  employees-1  non-wage  income  such  as 
dividend^,  interest,  rent,  and  employer  contributions  to  pension, 
health,  and  welfare  funds.  Personal  tax  contributions  to  social  insur- 
ance are  deducted  f rem  this  adjustment. 


r 
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*The  amount  of  induced  incase  generated',  by  each  group  of  employees  is 
calculated  by  multiplying  that  group,s  direct  income  by  _the  .appropriate 
net  earnings  multiplier.  1  These  net  multipliers  are  taken  from  the 
results  of  Bureau  of  Economic  Analysis  studies  of  military  base  impacts 
on  local  communities*  The  Commission^ has  incorporated  ^the  multipliers 
into  a  range  to  encompass  all  the.  possible  effects  when  a  single  multi- 
pUtfi  is  applied  to  particular  communities^  The  size  of  th'e  multiplier 
differs  for  each  group  of  employees  as  ^a  result' of  the  different  spend- 
ingnabits  of  these  groups.  The  net  multiplier  effect  from  the  spending 
o£  military  employees,  for  instance,  is  -less  than,  the  effect  of  spending 
by  -civilian  employees  because  the  military  spends  money  on  base  that 
nevery:irculates  in  the  local  economy. 

The 'ipwer  range  of  the  net,  multiplier  applied  to  working,  spouses  is  zero* 
£o  aaow  £Sr  the  possibility  that  all  these  spouses,  may  fill  the  jobs 
induced  by  base  employees.  To  attribute  induced  income  to  the  spending 
&f  working  spouses  id  %hls  situation  would  be  to  count*. twice  the  income 
induced  by  base  employees.  i 


r 


The  amount  of  induced  income  accruing  to  district  residents  is  the 
product  of  the  amount  of  income  induced  by  bas^^mployees  in  the*  asea 
and  the  percentage  of  the* area  population  residing  in  the  district.  The 
model  assumes  that  induced  employees  living   in  the  district:  have  the 


FRir 


*         -  •    »         '  '  APP'G-7 

same  average  inpome  as  those  -living  throughout  the  area.  The -total 
incaae  attributable  to  the  base  is  the  sum  of  the  direct  income  of  each 
group  of  base  employees  living  in  taxable  residences  in  the  district  and 
the  induced  income  accruing  to  district  residents.  ^ 

The  amount  of  taxable  personal  income  in  a  district  was-  determined 
differently  in  each  case  study.  (See  note.  13/^ infra.)  The  determina- 
tion was  easiest  in  Bscambia  County,  where  the  county^is  coterminous 
with  the  district,  because  county  data  could  be  uted.  iF the  other  case, 
studies,  district  income  was  computed  by  multiplying  the  per  capita 
incaae  of  the  county  by  the  population  of  the  district.  The  district 
population,  in  turn,  had  been  computed  from  data  on  enrollment  in  the 
district  and  county,  and  population  in  the  county.  (See  note  12, 
infra.)  i  •   

Dividing  the  income  attributable  to  the  b«ise  by  the  total  income  among 
taxabl^  residents  in  the  district  yields  the  percentage  of  income  among 
taxable  .  residents  of  the  district  apcounted  for  by  the  base.  This 
figure,  multiplied  by  the  total  residential  property  tax  revenue  from 
the  dfstrict,  yields  the  base-attributable  residential  property  tax 
revenue.  j 

B*  Cproercial  Property  Tax  Revenue.  The  most  important  data  needed  to 
estimate  the  amount  of  commercial  property  tax  revenue  generated  by  the 
base  are  the  following:  the  total  income  attributable  to  base  employees 
liying  in  the  area,  the  percentage  of  income  spent  on  retail  goods  and 
taxable  services,  the  amount  of  on-base  purchases  by  military  employees 
in  the  area,^  the  percentage  of  spending  that  is  done  in  the  district/ 
--tot-a-1— retail  sales  and  receipts  from  taxable  servTcj?s~6f  Ifistrict- 
establishments,  and  the  commercial,  property  tax  revenue  received  by  the 
local  educational  agency. 


The  object  of  collecting  these  data  Is  to  determine  what  percentage  of 
retail  sales  and  taxable  services  in  the  district  was  attributable  to 
base  employees  and,  ultimately,  the  percentage  of  commercial  property 
tax  ^revenue  that  was  contributed  by  base-attriSufc'able  employees.  The 
model  assumes  that  t'be  amount  of  property  tax  paid  by  commercial  estab- 
lishments is  proportionate  to  their  sales. 

The  term  "area"  refers  to*  the  region  assumed  by  the  model  to  be  (he 
locus  of  residents*  commercial  activity,  whfcre  the  school  district  is 
part  of  a  metropolitan  area  defined  by  the  Census  Bureau  as  a  Standard 
Metropolitan  Statistical  Area  (SMSA);  the  moftel  uses  the  SMSA  as  the 
relevant ^jfce€f  otherwise,  the  model  uses  the  county  in  which  the  dis- 
trict is.  located  as  the  area',  of  commercial  activity.  (The  county  is 
defined  by  the  =Burea  of  Ecoribmic  Analysis  as  the  locus  of  commercial 
activity  in  it*  edonqpic  impact  studies.)  in  the  Commission^  case 
studies,  the  area  in  whiSF^ommercial  activity  was  circumscribed  includ- 
ed the  following  for  Bellevue,  the  Omaha  SMSA?  for  Chamber sburg, 
Franklin  County?  for  Douglas,  Sennington  Couffty?  and  for  Escambia 
County,  the  Pensacola  SMSA.  /      \        ,  ' 
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The  procedure*  usjed  to  calculate  base-attributable  income  in  tfie  area  is* 
identical  to  the  procedure,  used  to  calculate  the  direct  and  induced 
income  for  each  group  of  employees  in  determining  residential  property 
tax  revenue.  Because  some  employees  who  pay  nov  residential  property 
taxes  in  the  district  do  make  purchases  there,  additional  groups  of 
employees  arfe  considered — including  military  employees  living  on~base, 
military  employees  who  liye  off  base  in  tax-exempt  mobile  homes,  mili- 
tary employees  who  live  outside  the  district  but  within  the  area,  civil 
service  and  non-appropriated  fund  employees  living  outside  the  district 
but  within  the  area,  and  the  working  spouses  of  all  these  employees. 

The  percentage  of  personal  income  spent  on  retail  goods  and  t  taxable 
services  ' in  the  United  States  yas  59,3  percent  in  ^911,  the  latest  xe^r 
for  which  data  were  available, *The  total  consumption  of  base-attributa- 
ble employees  is  calculated  by  multiplying  their  income  by  this  national 
percentage  of  consumption  to  income.  -Not  all  consumption,  however,  is 
done  a't  taxable  commercial  establishments:  military  employees  and 
retired  military* personnel  do  a  significant  amount  of  thei*  .shopping  at 
tax-exempt  stores  on  base.  To  find  the  amount' of  on-base  purchases  made 
by  military  employees  living  in  the  area,  the  percentage  of  base  pur- 
chases made  by  military  residents  of  the  area  is  multiplied  by  total 
on-base  purchases.  Trie  proportion  of  base  purchases  made  by  area 
residents  is  estimated  by  dividing  the  payroll  pf  these  area  residents 
by  the  sum  of  the  total  military  payroll  for  the  base  and  the  income  of 
retirees  living  in  the  area.,  The  on-base  purchases  of  military  resi-. 
dents  in  the  area  is  then  subtracted  from  their  total  consumption  to 
yield  their  off-base  consumption.  To  military  employees'1  off-base 
consumption  is  added  the  'consumption  of  civilian  and  induced  employees ? 
-this^sum-  Is  the  total — of f -base  consumption  of-— basG-att%ibut-able — em- 
ployees. *  ■  * 

The  next  step  is  to  estimate  the  percentage  of  off-base  consumption  that 
was  done  within  the  district  by  base-attributable  employees.-  This 
percentage  is  estimated  by  dividing^  the  total  gale's  and  receipts  of 
commercial  establishments  in  the  district  by  the  total  sales  and  re- 
ceiptee of  all  establishments  in  the  area.  The  model  "assumes  that 
resident  of  the  area  do-all  their  shopping  in  that  area,  and  that  no 
purchases  are  made  by  residents  fr&n  outside  the  area.  The  model  also 
assumes  that  these-  base-attributable  employees  are  as  likely  as  the 
other  residents  of  the  area  to'  shop  in  the  district.  The  ratio  of 
district * sales  to  area  sales-  would  therefore  indicate  the  percentage 
of*  of  f-base  consumption  ^done  in  the  district  *  by  ^area  residents. 

With  this/fnformation,  the  amount  of  retail  goods  and  taxable  services 
purchases  in  the  district  by  base-attributable  employees  can  be  esti- 
mated. This  is  done  by  multiplying  their  total  off-base  consumption — 
the  difference  between  their  total  consumption  and  their  on-base  pur- 
chases—»by  the  percentage  of  off-base  consumption  done  in  the  distri?t 
(the  ratio  of  district  sales  to  area  sales),  The  result?  is  the  amount 
Qf  base-attributable  purchases  in  the  district  that  contribute  to 
commercial  property  tax  revenue. 
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TO  find  tjie  final  figure— ho#  much  commercial  property  tax  revenue  in 
/the  district  was  produced  by 'purchases  of  base-attributable  employees— 
the  commercial  property  tax  revenue  tattle  district  is  multiplied  by  the 
percentage  of  total  purchases  in  the  district  that  v^re'made  by  base- 

*  attributable  .employees,  'The  commercial  P^opetty  tax  revenue-  collected 
by  a  local9  educafiSdn^l  sag3ncy  in  a  given,  year  is  available  ftom  that 
ageAcy.  ThS  base-attributable  portion  of  district  purchases  is  estimat- 
ed by  dividing  the'araojmt  of  base-attributable  purchase^  in  the  district 
by  total  district  sales.  The-  assumption  underlying  .this  procedure  is 
that  the  amount  of  property  tax  that  commercial  establishments  pay  fs, 
proportionate  ta  their  sales.  The  model  assume!  that  th*  percentage  o'f 
district,  sales*  attributable  to  base  employees  *  is  equivalent  to  the 
perceotage  of  commercial  piSbperty.  tax  ~re*venu<»  that 'they  accounted  f6r 
in  the  distriot.-  > 

c»  General  Fund  State  Aid,  .The  St&e  provides  two  typeS  -of  general  aid* 
to  the  local  educational  agency:  categorical  funds  and  non-reategorical 

*  funds.  Categorical  funds  ate  tied  to  speeif ic  education  programs  such 
as  special  education  and  vocational  education*  Non-riateporical  aid, 
which  provides  the  bulk  of  State  aid*,  JLs  to  be  used  by\the  schools  for 
general  maintenance  and  operation-;  v  * 

The  model  assumes  that  base-¥ttributable  schoolchildren  enrollfed-  in 
programs  receiving*-  categorical  aid  /rpm  the  State  are*,  as*  lijcely  3s 
'non-base-attributable  children  to  b[e  in  these  programs,  *  Theffefcnre,  "the: 
model  treats  categorical  State  aid  as  a  function  of  ADA  and  computes  the 
amount  of  categorical  aid  triggered  by  base-attributable  children,  by 
multiplying  the  amount  of  categorical  State  aid  that  the  agejicy  receives 
by  the.  percentage  of  district  childreri  who  are  base-att rTbuta^le.- 
/ 

Non-categorical  State  aid  to  the  four  districts  studied  is  a  fjunption  of 
the.assessed  valuation' of  taxable  £#al  ptoperty  and  the  number  of  pupils 
in  the  district.  State  aid  increases  with  decreasing  assessed  valuation 
per  pupil.  The  model  calculates  the  amount  of  base-attributable" State' 
aid  by  first  estimating- the .amount  of  assessed  valuation  apd  the  number 
of  schoolchildren  .associated  with  base-attribuftable  families;  these*  fig- 
ures are  then  inserted  into,  the  State  formula.*? 

The    amount    of    assessed  -valuation   associated   wi^h  base-attributable 
families  is  estimated  in  a  two-step  process.    The  revenue  from  property 
taxes  on  the  homes  and  shopping  .places  of  base-attributable  families  has 
already  b^en  estimated  in  the  sections  in  which  base  contributions- tQ, 
residential  a*nd  commercial  property  tax  revenue  were  caiculate&vfsee  * 
sections  IIA  and  IIB,  supra) .     Because  the*  place  of  employment/^  bSe 
employees— the  military  base— pays  no  taxes,  no  estimate  has  to  be  made 
of  its  assessed  "valuation*     The  ratio  of  the  property  tax  revenue-* 
contributed  by  base-attributable  families  to  revenue  contributed  by  all 
district  families  is  likely  to  reflect  the  propor tior/of  district 
assessed   valuation   assdciated  with   base-attributable  .families.  The 
model  estimates  the  amount-  of  assessed  valuation  associated  with  base- 
attributable  families  by  multiplying  the  tofeal  assessed  valuation  of  the 
district  by  the  percentage  of^fchs  clistrict's  property,  tax  revenue  that 


is  attributable -to  the  base  (see'  Sections  IIA  ^nd  IIB,  supra) .  This 
figure,  along  with  th^  number  of  base-attributable  children  determined 
in  section  I,  is  plugged  into  the  State  aid  formula  to  'determine  the 
amount  of  non-categoric*al  State^  aid  accounted  for  by  the  children  of 
base-attributable  employees.  | 

D.  Miscellaneous  *QjAer»  Local  Revenue.  The  types  of  non-property  tax 
revenue  raised  by  the  local  educational  agency^varied  among  the  dis- 


*•  *tricts.     All  agencies  earned  interest  from  investments  and  raised 
*"  revenue  from  a  variety  of  license  fees,  rentals,  and  other  charges.  In 
some  cases  these  revenues  came  from  the  county  government.    In  fck^gbers- 
burg,  local  income  pax.es  were  levied. 

Investments  by  local  educational  agencies  are  usually t  made  when  agency 
revenue*-  temporarily  exceed  expenditures.  The  model  treats  the  interest 
r  earned  on>  these  investments  as  a  function  of  total  general  fund  revenue. 
To  determine  how  much  of  the  total  annual  interest  was  attributable  to 
the  base,  the  mo4el  multiplies  the  base-attributable  portion  of  total 
-  *    revenues — property  tax"  revenue,  State  aid,  and  Impact  Aid?— by  the  total 

interest  earned  on  investments.       *         .  '  < 

%  *        *  * 

The  model  treats  license  fees,  rentals,  and  other  charges  as  a  function 
"of  the' number  of  students  in  the  district.     The  total  amount  of  this 
revenue  is  multiplied  by  the^  percentage  that  Jbase-attributable  school-^ 
children  constitute  pf  the  tofi^  number  of  schoolchildren. 

In  Chamber sburg,  the  local  taxes  levied  are  the  earned  ino6me  tax,  the 
per  capita  tax,   the  employee  tax,  and  the  real  estate  transfer  tax* 
.Military  personnel  are  exempj^rfrora  all  these  taxes  as  a  result  of  the 
-  *  Soldiers  and  Sailors  Relief«ftct.*    Thejtearned  income  tax  is  a  tax  on 
wacjes  and  salaries  an*  on  bua/ness^^rcof its.     The  model  treats  the 
revenue  :from  this  tax  as  a  function  of  civilian  income;  it  determines 
the  base-attributable  portion*  by  multiplying  total  earned   income  tax 
revenue  by  the  percentage  of  total  civilian  taxable  income  in  the 
^T^district  attributable  to  base,  employees*     The  per  capita  tax  is  leVied 

each  individual  in  the  district;  the  modeljireats  it  as  a  function  of  t 
^H&e  number  qf  schoolchildren  in s  the  distr*ictr  multipI^IrftKthe  total  per 
'   Capita  tax  revenue  by  the  percentage  of  total  schoolchildren  that  is 
constituted  by  base-attributable  civilian  schoolchildren.     The  employ-4' 
eesr  tax  is  a  $10  tax  levied  on  Sach  employee  working  in  the  district; 
r  the  ropder  determines  the  amount  of  employee  tax  revenue  attributable  to 
v      base  employees  by  .multiplying  tfie  number  *of%base-attrdbutable  civilian 
employees  and  their  working  spouses  by  $10.     The  real  estate  tax  is  a 
tax  on  the  transfer  of  real  estate;  it  increases  as  the  value  of  proper- 
ty transferred  increases.     Because  the  amount  of  property  tax  paid  on 
^  *  'property  also  increases  directly  with' the  valiie  of  the  property,  the 
modpl   treats   real   estate   tax  revenue  as  a  function  of  prbpert^  tax  * 
»   revenue.     The  model  assumes  that  civilian  base  employees  are  as  likely 
*      to  buy  and  sell  real  estate  as  are  other  civilian  employees,  and  esti- 
mates the  amount  of  base-attributable  real  estate  tax  revenue  by  multiL 
plying  »the  <total  "reai  estate  tax  revenue  by  the*  percentage  of  property 
tax  revenue  attributable  to  the  base.  % 
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HI.  Alternative'  Ose  Expenditures     ,  , 

.Projecting  the  current  expenditures  imposed  on  the  local  educational 
agency  by  alternative  use  of  the  site  involves  data  and  procedures 
similar  tcthose  used  fo  compute  base-attrtfeutable  current  expenditures. 

Data  is  needed  on  the  number  of  schoolchildren  of  employees  who  would" 
work  at  the  -site,  th$  number  of  schoolchildren  of  employees  at  jobs 
induced  by  site  employees,  and  the"  per -pupil  expenditure  for.  the  school- 
children. Total*  alternative  use  expenditures  are  calculated  by  multi- 
plying the  number  of  site-attributable ^Schoolchildren  by  the  per-pupil 
expenditure  for  these  schoolchildren.  Unlike  calculations  'for  base 
expenditures,  however,  that  rely  on  Department  of  Education  data  on  the 
, number  of,  base-connected  schoolchildren,  the  model  must  estimate  the 
number  dlf  schoolcbildren^as'sociated  with  employees  who  would,  work  on  the 
site^. 
>  ■ 

To  estimate  the  number*  of  schoolchildren  associated  with^  the  site,  the* 
model  first  must,  determine  how. many  employees   these  would  have  been 
.  under  alternative  use  and  how  many  of  these  employees  would  have  lived 
m  in  "the  district*    These*  calculations  are  described  in  detail  in  section 
IVA,  whitth  also  discusses  the  estimation  cjf  alternative  use-attributable 
residential  property  tax  revenue.^    Once  the  numbey  of  these  employees 
has  been  estimated,  the- number  of  working  spouses 'can  also  be  calculat- 
ed.   The  number  of  schoolchildren  associated' with  these  families  is  then 
*the  product  of  the  number  of  employees  {and  their  working  spouses)  and 
the  pupil  per  jofc  ratio  for  the  area.  '*rbis  ratio  is  the  same  one  .used* 
in  section  I  to  determine  base-attributable  expenditures. 

The  number  of  schoolch^J^ren  of  induced  employees  is  estimated  using  the 
same  procedure  as  usedin  section  I.  Firstr-fctxe  amount  of  induced' income 
accruing  to  district  residents  is  divided  by  average  income  per  job  in 
the  region.  The  amount  of  induced  income  accruing  to  district  residents 
ifi  the  product  of  the  total  induced  income  from  site  employees  in  the. 
area  and,  the  percentage  of  the  a  r§a- population  that  lives  in  the  dis- 
trict. ,  The  number  of 'schoolchildren  associated  with  these  job-holders 
is  then  forfcnd  by  multiplying  the  number  of  induced  jobs  by  the  pupil,  per 
job  ratio*' 

The  total  costs  that  the  local  educational  agency  would  incur  is  esti- 
mated by  multiplying  the  sum  of  site-connected  and  site^induced  school- 
children by  two  pfer-pupil  Expenditure  figures:  the  State  average,  and 
the  weighted  average  for  comparable  districts.  . 'The  assumptions  un- 
derlying this  procedure  for  determining  the  expenditures  imposed  by 
alternative  use  are,  of  course,  that  the  number  -of  employees  per  acre, 
schoolchildren  per,  job,  average  income,  and^the  aribunt  of  per-pupil 
expenditures  associated  with  the  site  would  be  the  same  under  alterna- 
tive use  as  they  are  in  the_ appropriate  areas  today.  -*\ 
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IV.  Alternative  Dse  Revenues 

^Projecting  the  revenues  that  would  have  been' attributable  to*  the!  aite 
under  alternative  use  involves  procedures  and  data  similar  to*  those  used 
in  calculating  base-attributable  revenues.  There  are,  however,  two 
significant  differences.     Because^ the  site  would  have  yielded  property 

"tax  revenues  iir  the  base  were  never  established,  the  model  must  be 
adjusted  to  include  those  revenues.  To  estimate  the  amount  of  revenue 
that  would  "Have  been' generated,  projection?  must  be  made  about  the  use 
of  the  base  site  and  estimates  made  about  the  current  assessed  vdlue  of 
commercial,  industrial,  and  agricultural  property  in  *fche  district.  In 
addition,  data  about  the  population,  income,  and  residence  of  base 
*  employees,  which  is  provided  by  the* military  base .  for ,  use  in  the  model, 
is  not  available  for  alternative  use  employees.  The  model  must  rely  on 
county  data  and  the  projections  of  local  planners  to  estimate  these 
three  variables.  ■ 

To  estimate  the  amount  of  property  tax  revenues  that  th4  site  itself 
would  yiaid,  data  are  first  required  on  how  many  acres  would  be  used  for 
residental,  commercial,  industrial  and  agricultural  purposes.  After 
these  projections 'are  made,  data  must  be  obtained  on  the  average  tax  per 
acre  that  is  currently  yielded  by  eacij  type  of  land  use.  The  amount  of 
revenue  attributable  to  each  -type  of  use  is  simply  the  product^of  the 
number  of  taxable  *  acres  and  the  appropriate  tax  per  acre.  The  total 
retftfnue  attributable  to   the  site   itself   is  then  .the^sum  of  revenue 


re*tfnue  attributable  to  the  site 
•  generated  by  each  type  of  use.    j  , 


To  determine  the  number  of  taxable  acres  developed  for  $ach  purpose,  the 
model  multiplies  the  planners1  projections  about  the  number  of  acres 
that  would  Have  been  used  for  that. purpose. by  the  current  percentage  of 
total  land  in  the  area  that  is  actually  subject  to  property  taxes  {land 
used  for  rdads,  institutions,  and  utilities,  for  example,  is  not  subject 
to  property  tax).  Projections  on  how  the  site  would  have  been  used  if 
the  base  were  not  established  represent  the  fcange  of_  estimates  by  WSal 
experts.  (See  Attachment*  II  of  each  profile  in  Chapter  III.B,  supra, 
for  projections  regarding  the  proportions  of  each^site  th*at  would  have 
been  used  for  residential,  commercial,  industrial,  and  agricultural 
purposes.) 

To  estimate  the  property  tax  revenue  yielded  from  commercial,  industrial 
and  agricultural  use  of  the  site,  the  number  of  taxable  acres  for  each 
use  is  then  multiplied  by  the  average  revenue  yielded  per  acre  by  those 
same  sectors  'in  the  district  today^  The  operation  is  based  on  the 
assumption  that  each  sector  would  produce  as  much  psqperty  tax -revenue 
per  acre  under  alternative  use  as  it  does*  today.  Th^  product  is  the 
total  property  tax  revenue  from  each  sector  en  the  site.  Residential 
property  tax  revenue  from  the  site  is  treated  differently  because  the 
model  estimates  residential  property  tax  revenue  generated  under  alter- 
native use  in  the  same  way  that  it  estimates  base-attributable  residen- 
tial property  tax  revenue  .^The*  model  assumes  that  residential  property 
tax  revenue  is  proportionate  to  residents'  income. 
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To  find  the  total  income  of  residents  living  on  the  site,  the  model 
first  estimates 1  the  number  of_ employees  working  on  the  site,  the  number 
of  these  employees  that  would  have  lived  in  the  district,  and  their 
average  income.  The  total  number  of  ei&plo^ees  working  on  the  site  -is 
estimated  by  multiplying  the  number  of  taxable  acres  by  the  number  of 
employees  per  acre  for  each; sector  in  "the  county  tod^y.  The  total 
number  of  employees  working  at  the  site  is  the  sum  of  the  number  of 
employees  for  each  land  use. 

To  estimate  the  number  of  these  employees  that  live  in  the  district,  the 
mod^l  assumes  that  these  employees  would  have  been  as  likely  to  live  in 
the  district  as  would  civil  service  employees  workings  on  the  military 
base  today.  To  estimate^the*  numbfer  of  employees  who  live  ^n  the  dis- 
trict, therefore,  the  model'  multiplies  the  number  of*  employees  in  each 
sector  by  the  percentage  of  civil  service  employeees  working  at  the  base, 
who  live  in  the  distriqt.  ?arm  proprietors  are  treated  differently  from 
other  employees;  it  is  assumed  that  they  all  live  on  the^farras  they  own. 

To  find  the  total  income  of  employees  for  each  sector,  the  model  multi- 
plies the  number  of  employees  in  each  sector  by  the  average  wage  and 
salary  earned  by  qbunty  employees  in  each  sector  today. 

A.  Residential  Property^ax  Revenue.  The  projection  of  the  amount  of 
residential  property  ta^  revenue /that  would  be^attributable  to  the  site 
under  alternative  $se  requires  Lthree  figures:  the^  amount  of  taxable 
income  among  residents  of  the' district  whose  employment  is  attributable 
to  the  site,  th^taxabfl  £ncoj£yamong  all  residents  of  the  district,  and 
the  total  residential  property^ taxes  collected  by  the  local  educational 
agency*  As  with  current  us^site-attributable  residential  property  tax 
revenue  will  be  %he  product  ok  the  percentage  of  residential  district 
income  attributable  to  alternative  use  families-^and  total  residential 
property  tax  revenues. 

Taxable  income  >ttribt|£able  to  the  site  woulH  include  the  income  of  site, 
employees  living  in  thi  district,  the  income  of  their  working  wives,  and 
induced  income  accruing  to  district  resident^.    Pout  types  of  employees 
are   considered*   commercial,   industrial,   farm,    and   farm  proprietors*. 

Each  group's  direct  income  is  calculated  by  multiplying  the  average 
salary  of  group  employees  in  the  county  by  thfe  number  of  employees — the 
lattefc  computed*  front  local  planners^1  projections  about  the  percentage  of 
the  site  that  would  have  been  use^  by  each  ^ctor,  and  the  numbrt  of 
employees  per  acre  in  each  sector  £n' the  counfjy  today..  This  pcoduct  is 
then%  multiplied  by  the  current  personal  income  adjustftfent,  which  in- 
cludes these  efiployees1  non-wage  income. 

K*  "  *  : 

The  amount  of  induced   income  that  would  havfc  been  generated  by  each 

group  is' calculated  by  multiplying  that  group's  direct  income  by  *fche  net 

earnings  mult^liep^.     The  modej  assumes  that  alternative  use  employees, 

v 
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would  have  had  the  same  ^spending  habj.ts  as  base  civil  service  employees 
and  therefore  uses  the  same  net  multiplier  for  bo^  groups.  The  lower 
bound  of  the  net  multiplier  range  for  working  wivesMs  zero  to  allow  for 
the  possibility  that^  all  of  these  spepses",  would  have  filled  jobs  induced 
by  site  employees, 

*       *  - 
The   amount  of   induced   income   accruing   to  district   residents  *is  the* 
product  of  the  total  amount  'of  income  induced  by  Site  employees  in  the 
area  and  the  percentage  of  the  area'  population  that  would  have  been 
residing   in  the  district.      This  percentage  is  the  ratio,  of  district, 
population  under  alternative  use  to  area  population  under  alternative 
use.    The  population  associated  with  alternative  use  of  th<*  site  can  be 
calculated"  in  the  same  way  that  base  population  was:  by  multiplying  the 
number  of  site  employees  living*  in  the  district  by  the  population  per* 
employee  ratio.     The 'district  population  under  alternative  Sise  is 
estimated  by  subtracting  the  base-attributable  population "and  adding  the 
alternative  use-attributable  population  to  the*current  district  popula- 
tion.    The  population  of  the  area  can  be  calculated  in  a  similar  £ash^ 
ion?  the  number  of  base-attributable  employees'in  the  area  is  jntfltiplijed 
by  th£  population  per  employee  ratio  for  the  area  and  then  sub  trad  ted 
from   the   total  area  population.      Population   fsom  alternative   use  is 
add£d  to-  the   remainder   by  multiplying   theF  "number  of  alternative  use 
employees   living    in   the   area  '  by  the   population  per   employee  ' ratio.  - 
Alternative   use   employees   are*  assumed"  %p*  have   the   same  residential- 
patter^  as  go  civil  service  base  employees.        '  t 

The  total  income  which  would  have  been  attributable  to  the  site  under 
alternative  *use  is  the  sum  of  the  direct  income  of  each  group^of  base 
employees  living  in  the  district  and  the  induced  income  accruing  to 
district  residents,        -  %* 

Dividing  the  income  attributable  \o  the  site  by , the  current  income  apong 
taxable  residents  of  the  distrtd£ ^yields  the  percentage  of  total  taxable 
income  accounted  for^by  the  alternative  usef  Site-atttibutable  residen- 
tial property  tax  revenue  is  the  product  of  this  percentage  and-  the 
total  residential  property  tax  revenue  currently  collected,  by  the .local 
educational  agency.  • 

B.  Commercial  Property  Tax  Revenue.  'The  most  important  data  needed  to 
estimate  the  amount  of  commercial  property  tax  revenue  from  alternative 
use  of  the  site  are  the  following:  the  total  income  attributable  to  base 
enjployees  living  in  the  area,  the  percentage  of  income  'spent  on  retail 
goods  and  taxable  services,  the,  percentage  of  spending  that  woul4  have 
been  done  in  the  district,  total  retail  sales ^and  taxable*service 
receipts  of  district  establishments,  and  tjie  commercial  property  tax 
revenue  currently  collected  by  the  local  educational  agency.  v 

The  "object  of^  collecting  this  data  is,  to  determine  what  percentage  of 
retail  sales>  and  taxable  services  in  the  district  would  have  been 
attributable  to  alternative  use  employees.    The  model  assumes'  that  these 
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-  employees  would  -have  accounted  for  a  percentage  of  commercial  property 
tax  revenue  equivalent  to  thetper&entage  of  district  purchases  that  they 

,  made*  'In- causes  where  there  wou^d-have  been  commercial  facilities  on  the 
site  under  alternative  use,  the  model  todk  steps  to  avoid  double^count- 

\  incr  commercial  tax  contributions,  frdto  alternative  use  employees  that 
might  also 'have  been  included  when  commercial  tax  payments  by  facilities* 
.  on  the  site  were  considered/*  (See  note  2Su  -infra.). 

Th,e  procedure  used  to  calculate  alternative  use-attributable  income  is 
identical,  to.,  the.  procedure  used '  to  aaldulate  the  direct  and  induced 
income  for  fcach  group  of ;:emplo^ees  in  determining  residen&iai  property 
tax.  revenue*    Hec^use  -some  -of,  the  kite,  employees  ,who  do  not'  live  in  tire 

•  district- would  still  shop,  ther>,  those  employees  who  live  Ah  the  area,. 
tot  not  ii>  the  district*  "ar&  included  as  well  as  those  who  live  in  the 
•district,     The  'number  of  these  '  employees  is  calculated  By  ^multiplying 
the  number  ,of  total  alternative  use  employees  in  each  sectbjt;  by  the* 

-.percentage  of  civil  service  employees .  working  at  the  base  Who  live 
within  the  area  but  outside  the  district. 

* *  V        ,  ♦  *  ■    '  f  "  t  * 

The  1  percentage  or  personal  income,  spent  on  retail  goods  and  'taxable ~ 

-  service^  in  th£.  totted  States . was  '59.3  percent  in  1?77,  the  latest  year 
for  which  d&ta  were  available^  *  The  total  consumption  of  site-attributa- 
ble employ&es  is  projected  .by  multiplying  their  income  by  this  national 
percentage.  4  ,  \ 

*  *  .  \  . 

t   The  next- step  is  to  estimate  the  percentage  of  this  consumption^  that' 
would  have  been  done  within  tbp  district.    This  percentage  is  different 
from  the  current  use  percentagt€~whidh  tthe  model  estfmates  by  takingVthe- 
. ratio  of^district  sales  to  area  sales— because  #the  degree  of  * commercial  * 

*  concentration  in  the  area  wtould  have  been -different,  under  alternative 
.use v To  estimate  the  extent  of  the  difference,*  the  model  multiplies  the 
current  use  percentage  by  .the  percentage .change  from  current  to  alterna- 
tive use  ,in  the  ratio  of  consumption  by  district  residents  to  consumm- 

„tion  by  area  residents.  This  change  iri  the*  ratio  of  .district  to  arei 
consumption  under  alternative* use  approximates  the  exteot  of  difference 
in  the  ratio  of  district  sales  to  area  sales.  1  \ 

The  amount  of  retail  goods  and  taxable  services  purchased  in  the  dis- 
trict by  alternative  use^attributable  employees  is  estimated  by  multi- 
plying their  total  consumption  by  the  percentage  ps^chased  within  the  { 
district.     To  f^nd  how  much  commercial  property  tax  revenue  theses  1 
purchases  would  have  produced,  the  percentage  of  total  purchases  in  the  1 
district  made  by  alternative  use-attributable  employees  is  multiplied  by 
the  total  coam€*cial  property  tax  revenue  collected  by  the  local  educa- 
tional agency.     The  alternative  us-e-attributable  portion  of  distrait" 
purchases  is  estimated  by  dividing  the  amount  of  alternative  use-attrib- 
utable purchases  in  the  district  by  total  sales  in  the  district.  The 
assumption  underlying  this  procedure  Is  that  .the  amount  of  commercial 
property  tax  revenue  ccmntercial  establishments  pay  is  proportionate  to 
their  sal§s* 
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C*  General  Fund  State  Aid*  The  State  provides  two  types  of  general  aid 
to  th$  local  educational  agency — categorical  fiuid  non-categorical  funds. 
The  model  assumes  that  alternative  use-attributable  schoolchildren  en- 
rolled in  programs  ^receiving  categorical  aid  from  the  jState  .^re  as 
likely  as?,  other  children  Xo  be  enrdlled  in  these  programs.  Therefore  f 
the  model  treats  categorical  State  aid  as  a  function  of  ADA  and  computes 
the  amount  of  categorical  aid  triggered  by\ alternative  use-attributable 
children  first  by  finding  the  proportion  of  children  currently  enrolled 
in-  the  district  that  would  have  been  constituted  by  alternative  use- 
attributable  schoolchildren  and  then  multiplying  by  the  amount *of 
categorical  State  aid  that  the  agency  currently  receives* 

Ncfh-categorical  State  aid  to  the  four  districts  studied  is  a  function  of 
~the  f assessed  valuation  of  property  and  the  number  of  pupils  in  the 
(district*  ffhe  model  ^projects  the  amount  of  alternative  use^-atfcribu table 
State  aid  by  first  estimating  the  amqunt^of  assessed  valuation  and  the 
number  of  schoolchildren  connected  with  alternative  use-attributable 
families,  and  then  inserting  these  figures  into  the  State  aid  formula* 

The  amount  of  ^ assessed  ^^Huation  associated  with  alternative  use- 
4 attributable  families  is  a  function  of  the  property  tax  revenue  they 
e would  have  generated.  (See  introduction"  to  section  IV,  and  sections  JVA 
and  IVBr  supra*)  The  ratio  of  the  property  -tax  revenue  that  alterriative 
use-attributable  families  wou!4  have  contributed  to  the  total  property 
tax  revenue  currently  collected  is  assumed  to  reflect  the  proportion  of  , 
district  assessed  valuation  that  alternative  use-attributable  families 
would  have  accounted  for.  The  model  estimates  the  amount  of  assessed 
valuation  attributable  to  alternative  *uSe  families  by  multiplying  the 
percentage  of  total  property  tax  revenue  that  they  would  have  contribut- 
ed by  the  current  assessed  valuation  of  the  district. .  This  figure, 
alo;ig  with  the  number  of  alternative  use-attributable  children  estimated 
in  section  III,  is  inserted  into  the  State  aid  formula  to  project  the 
amount  of  non^categorical  State  aid  that  would  have  been  triggered  by 
the  schoolchildren  of  alternative  use  employees.  h-  ^ 

D.  Miscellaneous  "Other"  Local  Revenue?.  The  types  of  non-property  tax 
revenue  taised  by  the  local  educational  agency  varied  among  the  dis- 
tricts* The  model  treats  the  interest*  earned*  on  investments  by  local 
educational  agencies  as  a  function  of  -total  genet^^  fundi;. revenue.  To  * 
determine  how  much  of  the  total  artnual  interest  would  have  Been  attrib- 
utable to  alternative  use  families,  the  model  multiplies  the  alternative 
use-attributable  portion  of  total  revenues — property  tax  revenue,^  State 
aid;  and  Impact  Aid— *by  the? total  interest  earned  on  investments. 

'^The  model  treats  license  fees*  rentals*  and  other  charges  as  a  function 
of  the  number  of  students  in  the  district*  The  total  amount  of  this 
revenue  is  multiplied  by  the  percentage  of  total  schoolchildren  that 
would  have  been  composed  by  the  schoolchildren  of  alternative  use- 
attributable  employees.  ' 
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In  Cbambersburg;  the  model  *  estimates  the  contribution  of  alternative 
-se-attributable  employees  to  the  earned  income  tax,  the  per  capita  tax, 
lie  employee  t&,  and  the  ce*l  estate  transfer"  tax.  The  model  treats 
the  revenue  from  the  earned-  inccoe  t<*x  as  a  function  of  *  income;  it 
determines  the  alternative  use-attributable  portion  by  nn^ltiplying  total 
earned  income  tax*  revenue  by  the.  percentage  of  total  taxable  income  in 
the  district  attributable  to  alternative  use  employees.  The  per  capita 
tax  is  ^levied  on-each  individual  in  the  district;  the  model  treats  it  as 
a  functiori-of  the  number  of  schoolchildren  in  the  district,  multiplying 
the  total  per  capita  tax  revenue  by  the  percentage  of  total  schoolchil- 
dren constituted  by  alternative  use-attributable  schoolchildren*  The 
'employees*  tax  is  a  $1U  tax  levi'ed  on  each  employed  working  in  the 
district;  the  model  determines  the  amount  of  employee  tax  revenue  that 
would  have  been  attributable  to  alternative  use  employees  by  multiplying 
the  number  of  alternative  use-att/ibutable  employees  and  their  working 
spouses  by.  $10.  The  te*l  estate  tax  .is  a  tax  on  the  transfer  oi  real 
estate;  the  model  treats,  these  revenues'  as  a  function  of  property  ta^f 
revenue.  The  model  assumes  that'  alternative'  use  employees  woulSThave 
been,  as  likely  to  buy  and'  sell  real  estate  as  would  other  employees,  and 
estimates .  the  *  amounts  of  alternative  u*e-attribu table  real  estate  tax 
revenue  by  multiplying  the  total  real  estate  tax  revenue, by  the  percent- 
age of 'current  property  Xax  revenue  that  would  £ave  been  attributable  to 
palter  native  use.  ,  - 
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ABBREVIATIONS 


ADA 
BEA 


BLS 

LEA 
RAF, 
NEA 
SAFA 

SMSA 

was 


\ 


«   Average  Daily  Attendance 

1  - 
»   Bureaki  of  Economic  Analysis,, 

Jtepirtment  of  Commerce 

*  Bureau  of  Labor  Statistics , 

Department  of  Labor 

«    Local  Educational  Agency 

«    Non-Appropriated  Funds  •  ^  ' 

«    National  Education  Association 

«    Division  of  School  Assistance  for  Federally 
Affected  Areas,  Department  of  Education 

■»  + 

■    Standard  Metropolitan  Statistical  Area 

**  . 

*  Wages  and  Salaries 


DEFINITIONS 


1)  Base-Attributable  »  Base-connected  +  Base-Induced* 

2}  Base-Connected  ^Schoolchildren,  income,  expenditures,  and  revenues 
associated  with  employees  who  work  directly  for  the  base* 

3}   Base-Induced  *  Schoolchildren,   income,   expenditures,  and  revenues 
associated  with  employees  in  the  commercial  sector  whcTvfere  hired  to- 
accommodate  the  spending  of  base  employees.       _  <* 

4i  Consumption  *  Includes  purchase  of  retail  sales  and  taxable  services 
as  defined  by  U#S*  Bureau  of  the  Census*  — 


5}  Net  Multiplier  *  Induced  portion  of  the  earnings  multiplier* 

Ci 

y 


6}   "3(b)*(1)  parents*  »■  Civilian  employees  who-live  but  do  not  work  on 
base.'  . 
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•  Summary  of  Results  for  Sample  District 

(Numbers  Rounded  for  Illustrative  Purposes) 

*  * 

■Expenditures '(Millions  $) 

Base-Attrjbu table    Alternate^  Use  , 
57.4  .  $1.9  f 


Property  Tsx  Revenue 

State  Aid  * 

Other  Local  Revenue 


$1.5 
2.3 
 ._± 

$4,4 


Revenues 
(Millions  $)  s 

i 

.$1.3 
.5 

$2.0 


Burden 

Burden  ■      (Current  Expenditures  -  Current  Revenues) 

-  (Alternative  Use  Expenditures  -  Alternative  Use  Revenue) 


*  '    ($7.4  -  $4.4) 
($1.3  -  $2.0)" 

-  $3.'lra 


I.  Current  Expenditures 


VARIABLE  v 

OPERATION 

SAMPLE  1 

SOURCE 

Base-induced  personal 

inccse, ^district 
Personal  incgme  per  job 

7514,7^0,000 
$15,000 

Sections  IIA,  IIB 
BEA 

Induced  jobs  *\ 
(ADA/  Job) *  . 

.  X 

/  930 

/ 

7  0.4 

SEA,  LEA 

ADA,  base^induced 
ADA,  base-connected 

* 

/   '  392 

/  « 

/  3,330 

SAFA 

ADA,  base-generated 
Per-pupil  expenditure 

m 

X  * 

3,722  • 
$2,000 

'SAFA,  State  Ed.  Dept. 

Expenditures, 

"  base-attributable 

1 

*  / 

$7,440,000 

* 

ERIC 


—  S 
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II*    Current  Revenue^  \ 

*  i 

'       A..  Residential  Property  !Tax  Revenue       _  *. 

(^eludes  civilian  and  military  employees  and  t£eir  working 
'  spouses  living  in 'taxable -residences  in  the  school  district.} 

d  * 

i 

VARIABLE 

OPERATION 

'SAMPLE 

SOURCE 

Civilian  Employees 

Jto.  civil  sfervice  employels 
Avg.  was,  civil  ^ 

*  service  employees           ^  * 
Personal  income  adjustment 

x  " 
x 

y 

5* 

fc600 

520,00<i 

A. 25 

t 

{  BASE; 

\  V  ; 

BASE 
BEA 

a)  Direct  personal  income 
Net  multiplier 

X 

515,000,000 
j  0.5 

BEA 

1)  Induced  personal  income 
from  civil  service 
employees 
No*  NAP  employees            .  , 
Avg#  W&S,  NAF  employees 
Personal  income  adjustment 

a 

x 

X  * 

'  $7,500,000 

200^  * 
$8,000 
»  1.25 

BASE 
BASE 
B&A 

b)  Direct  personal  income 
Net  multiplier    *  y 

m  -  - 

:  x 

$2,000,000 
.     '  0.5 

"BEA-^ 

2}  Induced  personal  income 

from  NAF  employees 
No*  contractogs* 
Avg.  W£Sf  job 

Personal  income  adjustment 

X 
X 

.  $1,000,000 

400- 
$12,000 

T.25 

BEA 
BEA 
SEA 

c)  Direct  personal  Income 
Net  multiplier 

X  „ 

<  $6,000,00i) 

0.5 

BEA 

3}  Induced  personal  income 

frcs  contractors 
No*  working  spouses 
Avg.  WaS,  job 

Personal  income  adjustment 

ft 
X 

s$3,000,000  , 

200  ^ 
$12,000 

1.25 

BASE,  BLS 
BEA 
BEA 

d)  Direct  personal  income 
NetBrtnultiplier 

X 

$3,000,000 

0.5 

BEA 

4}  IpdSced  personal  incase 
from  working  spouses 

mm  § 

Military  Employees 

No*  off-base  military 

Avg*  was,  off-base  military 

Personal  income  adjustment 

* 

X 

"  $1/5001000 

1 

.  $JJM)00 

1.25 

« 

> 

BASE  ' 

BASE 

BEA 

e)  Direct  personal  income 
Net  multiplier      j  ; 

X 

$50,000,000 

0.5 

BEA* 

5}  Induced  personal  inccfae 
from  off-base  military  * 

m  * 

$25^,000,000 
 ■  r       *'  \ 
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VARIABLE 

0P1 

ION 

SAMPLE 

SOURCE 

,        t  1 
Military  Employees  (cont.)  - 

* 

*«•  11 
Ho.  woWrtng  spouses 

Avg.  fteS,  job 

Personal  income  adjustment 

X 
X 

800 
$12,000 

1.25 

* 

BASE,  BLS 
BA£E 
BEA 

f)  Direct  personal  income 
,  Net  multiplier 

1  s 

i  x 

,  -$12,000,000 

0.5 

BEA 

6)  Induced  personal  income 
from  working  spouses 

1 

s 

*  .  $6,000,000 

i 

< 

i 

Civilian  and  Military' 
Employees 

I 

I  ~  * 

4 

• 

Induced  personal  income  from 
presidents'  of  district 
(1+2+3+4+5+6) 

I 

V 

$44,000^000 

Induced  personal  income  from 
employees  living  outside  of 
district  irt  county  of  SMSA 
{Section  B)  1 

+ 

; 

$103,000,000 

Induced  personal 
income.  Total 

A  4   J  *T      AAA      A  /%  A 

?1 47,000,000 

• 

*2)  Percentage  induced  income' 
accruing  ^  district 
residents 

X 

0,10 

^  •/ 

Census 

Induced  personal  income,, 
district 

* 

$14,700,000 

Direct  personal  income, 
district  . 
(a+b+c+d+e+f) 

+  * 

.  $88,000,000 

Personal  income  of 
taxable  residents, 
base-attributable 

\ 

$102,700,000 

-* 

Personal  income  of  taxable 
residents,  district^  .  * 

$1,000,000,000 

BEA,  LEA 

Percentage  of  personal  income, 
district, .base-attributable 

3 

0,103 

Residential  property 
tax  revenue,  district 

X 

■ 

¥ 

$10,000,000  * 

Local  Tax  * 
Assessor 

Residential  property  tax 

tc venue,   DaSe"atCi ZOUuaOXe 

\ 

\ 

V 

$1,030,000 

*  j 
* 

i 
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B.  Commercial  Property  Tax  Revenue  (CPTR)  . 

(Includes  civilian  and  military  employees , and  their  working 
spouses  living  on-base  and  throughout  the.coufity  or  SMSA.)* 


9 

ERIC 


VARIABLE 

OPERATION 

SAM^iE  . 

 i. — » 

SOURCE 

Civilian  Employees 

* 

No.  civil  service  employees 
Avg.  W&S,  civil  service  on-base 
Personal  income  adjustment 

X 
X 

'  50 
$12,000 

1.25 

BASE 
BASE 
BEA 

a^)  Direct  personal  income 
Net  multiplier 

X 

^750^000 
/  '      1  0.5 

BEA 

1)  Induced  personal  income  from 
civil  service* employees 

a 

/$375/000. 

^  V 

No.  3(b) (1)  parents 
Avg.  W&S,  job 

Personal  income  adjustment 

X 
X 

50 

j?*2^)O0r 
^       ~>  1/.2S 

LEA* 

BEA 

BEA 

b)  Difcect  personal  income 
Net  multiplier 

X 

$750, QM  , 
0  .5 

BEA 

2)  Induced  personal  income 
from  3(b)(1)  parents 

m 

• 

'  $375^000 

No.  civilians,  coufttx  or 
SMSA  (excluding  district) - 

Avg.  W$S,  civilians,  county 
or  SMSA  (excluding  district)* 

Personal  income  adjustment 

X 
X 

2000 

* 

$24,000 

1.25 

BASE* 

BASE 
BEA 

C)  Direct  personal  income 
Net  multiplier 

_  m 
X 

$60,000,000 

0.5   '  , 

BEA 

3)  Induced  personal  income  from 

civilians,  county  or  dHda  * 
*    (excluding  district) 

3 

$30,000,000 

No.  working  spouses 

Avg.  W&S,  job 

Personal* income  adjustment 

- 

X 
X 

400- 
$12,000 

1.25 

BASE,  BL£ 
BEA 
BEA 

d)  Direct  personal  income 
Net  multiplier 

X 

$6,000,000 

0f5 

\_BtfA 

4)  Induced  personal  income 
from  working  spouses 

$3,ooo,oo(r 

Military  Employees 

No.'  of  military,'  on*base 
Avg.  W6S,  military /.on-base" 
Personal- income  adjustment 

X 
X 

2,000 
$12,000 

1.25 

BASEt 
BASE 
BEA 

e)  Direct  personal  income 
Net  multiplier 

X 

$30,000,000 

0.5 

BEA  * 

5)  Induced  personal  income  , 
from  military,  onrbase 

^$15, 000, 000 

n*  ■ 

,  s 

V, 

v  <- 


VARIABLE  — 

OPERATION 

/  SAMPLE 

SOURCE 

Military  Bapldyees  Ccont-.) 

i 

t  %  

'  / 

200 

$14,000 

* 

No,  military  i«, tax- 
exempts  mobile  homes 
Avg»  w&b/  military 

X 

BASE,  Tax 

Assesors 

BASE 

Personal  income  adjustment 

V 

**  - 

•  1.25 

BEA 

f)  Direct  persdnal  income 
Net  multiplier 

M 

X 

"$3,500,000 

0.5 

BEA 

6)  Induced  personal  income 
from  military  in  tax- 
exempt  mobile  homes 

ar 

S1 .750 -000 

» 

No*  military,  county  or  SMSA 

(excluding  district) 
Avg.  ms  military,  cojinty  or 

SMSA  (excluding  district) 
Personal  income  adjustment 

4  nnn 
)        $15,000,  , 

BASE 

a6ase  . 

BEA 

g)  Direct  personal  income 
Net  multiplier 

9  * 

X 

$75,000,000 

0.5 

BEA  , 

7)  Induced  personal  income 

$37/500,000 

No.  working  spouses 

Avg.  WfiS/  job 

Personal  income  adjustment 

X 
X 

.  2,009 

1.25 

BEA 
fc  BEA 

h)  Direct  personal  income 
Net  multiplier 

X 

$30,000,000 

0.5 

BEA 

8)  Induced  persbnal  iijcome 
from  working  spouses 

9 

sis  nnn  nnn 

Total  direct  personal  income, 
employees  livino  in  eounfcv 
or  SMSA  (excluding  district) 
(a+b+c+d+e+f+g) 

$206,000,000  * 

» 

Total  induced  personal  income, 
employees  living  in  county 
or  SMSA    (excluding  district) 
(1+2+3+4+5+6+7) 

+ 

$103,000,000 

Total  direct  and  induced  per- 
sonal income,  employees  in" 
taxable  ^residences,  district 
(Section  A) 

+ 

9 1 3^ ,QQQ ,000 

Total  personal.incdme,  base- 
attributable,  county  -or.  SMSA 

I 

$441,000,000 

Percentage  of  personal  income 
spent  on  retail  aoods  and 
taxable  services  | 

X 

\ 

'  0.6 

Census 
Natl.  Avg. 

630 
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VARIABLE  - 

OPERATION 

SAMPLE 

fe SOURCE 

On-base  purchases  *  military 
residents ,  county  or  SMSA 

Tm  

i  * 

$44,600,000 

Base 

tfotal  consumpt  ion  ,  off -base 

r,    •            \  * 
Percentage  of  ,pu£chasesi  of 
retail  sales  and^taxable 
services,  district 

M 

t 

1 

X 

$220,000,000 

*  0.5 

Census 

Consumption  of  base 
. employees ,  district  - 

-----           *       «              *  Is 

*   '        '       ^  17 
locai.  consumption,  axstEuct  * 

J  . 

* 

$110,000,000 

coon   rtrtn  Ann 
900U ,UUU  f Uuu 

Census 

Percental  of  cpnsugption  in 
district \  base-attributable 

Commercial  property  tax- 
revenue,  district 

 5  

t      *  .0.13 
*  $  4,000,000 

Local  Tax 
Assessor 

Commercfel  property  tax  reve- 
nue ,  base  attributable 

.   $  520,000 

,C.  General  Fund  State  Aid  ' 

„  Base-attributable  portion1  obtained  by  inserting  into  formula 
ADA  arid  assessed  valuation  attributable  to  the  base.  For  thej^ 
sample  calculations  it  is  assumed  that  State  aid  depends  on-  \, 


ly  on  ADA. 


■  s 


VARIABLE 

OPERATION 

SAMPLE  * 

«  r>    ■  i 

'SOURCE 

Base-attributable  ADA 
State  aid  per  "pupil 

X 

^3,722  - 
$  600 

State  Ed.  Dept. 

a)  Non-c^egorical  State 
aid,  base-attributable 

¥ 

M 

$2, 230^000 

< 

ADA,  Base-atkributable 
Total*"  ADA  . 

# 
* 

3,722 
40,000 

SAFA 

Percentage  of  ADA, 
base-attributable  ^ 

Categorical  and  ottier 
State  aid' 

^*0.09 
••  $1,000,000 

LEA 

b)  Categorical  and  other  * 
State  aid,  base- 
attributable 

$  90,000' 

Total  general  f  un<3„  State  aid 
(a+fcrjB 

as 

$2,320,000 

0, 


\ 
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faiscellaneous  Other  Local  Revenues  * 
(Includes  other  local  revenues  and  categorical  Stateiaid*) 


1  VARIABLE 

OPERATION 

r  SAMPLE  / 

SOURCE 

If  function  of  ADA; 

1 

y 

1 

ADA,  base-attributable 
Total  ADA 

\ 

s 

•> 

3,722  | 
40,000 

SAFA 

Percentage  of  ADA, 
base-attr  ibu table 
Total  miscellaneous  rpvpnup 

X 

tf.09 

^ 1      AAA  AAA 

$2,000,000 

LEA 

a)  Miscellaneous* revenues, 
base-attributable' 

5  180,000 

If  revenue  function  of 
revenue  collected: 

* 

'Percent  of  residential  prop- 
erty tax  revenue,  commercial 
property  tax  reventfe,  and- 
general  fund  State  aid, 
bas^-attributable 
Anwcicot  income  \ 

X 

* 

0,024 
S1  ,000,000 

Sections 
IIA, 
IIB,  * 
IIC 
LEA 

b)  Interest  incd&e, 
base-attributable 

$    -  24,000 

xi»  icvenuc  Luncuxon  or 

personal  income: 
Percent  of  taxable  district 

personal  income, 

base^attributable 
Local  income  tax  revenue 

M 

X- 

* 

0,41 
.  $1,000,000 

LEA 

c)  Income.  t£X  revenue, 
base-at^ribu^ELe 

a 

* 

$    410,000  ] 

rotal t  mi scejjjjrous  "other" 
revenue  ^ 
(a+b*c) 

* 

$  614,000^ 

•i 
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Alternative  Ose  of  the  Base  Site 


ERIC 


r 


m,.  Alternative  Use  Expenditure? 


VARIABLE 

OPERATION 

SAMPLE 

SOURCE 

Induced  personal  income," 

'district            *  V 

Personal  income  5>er  job 

— :  1 

*  1 

go  nnn  nnn 

15,000  *  • 

Sections 

Tire  tvr 

BEA 

Induced  jobs- 

* 

'133 

» 

w i>c/\#uuiiCv*  icu   ciu^xuy  ceo  , 

district  , 

*  + 

1,586 

sections 

b  ivb,  ivc 

Working  spouses^ 
site-connected 

600 

BLS  * 

Site-attributable  jobs, 
district 

a 

-  "  2,321 

ADA/ Job 

A  0.4 

Section  I 

ADA, *  site-attributable 

*  * 

928 

Per-pupil  expenditure 

X 

:  $  2,000 

SAFA,  State 
Ed«  Depts. 

Expenditures, 
si te-attr  ibutable  * 

as 

$1,856,000*  * 

IV,  Alternative  Use  Revenues 

A.  Site-^Senerated  Property  Tax  Revenue  from  Agricultural, 
Commercial ,  and  Industrial  Land 

(Figures  assume  site  divided  equally  among -agricultural, 
commercial,  and  industrial  uses.)  -* 


VARIABLE 

OPERATION 

SAMPLE 

SOURCE 

No*  acres,  agricultural 

20 

Average  tax  per  acre 

■v 

=  X 

'     700  * 
$  1,00 

Local  Planners, 

Historians 
Local  Assessor 

a)  Total  property  tax 
revenue,  agricultural 

No.  acres,  commercial  * 
Percent  of  land  developed 

m  21 
Average  tax  per  acre 

X 

X 

$  700 

700 
0.5 

$  1,000 

Local  PlannAe^ 
County  Planning 

Documents 
Local  Assessor 

b)  Total  property  tax 
revenue  commercial 

m 

$  350,000 

+ 
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VARIABLE 

OPERATION 

[ 

SAMPLE 

> 

A  SOURCE 

No*  acres ,  industrial 
Percent  of  land  developed 

Avg.  tax  per  acre 

X 

V 

X 

11  x  

700 
*  '.0.5 

i 

$  2,000 

Local  Planners 
County  Planning 

Dqcuments 
Local' Assessor 

c}  Total  property  tax 
.     revenue  "industrial 

m  a 

$  700,000 

i 

Total  property  tax  revenue,** 
site 

/ 

* 

(a+b+c)    '  / 

$1,051,000  J 

4& 

Residential  Property  i»ax  Revenue 


VARIABLE  ' 

OPERATION 

SAMPLE 

'  SOUSCE 

No,  acres,  agricultural 
Farm  proprietors  per 
agricultural  acre 

X        "  4 

700 
0.014 

Local  Planners 
BEA 

Tota^HEarm  propH^tors 
Avg.  W$s,.  fanj^ proprietors 
Personal'  incest*  AH4nflf,TTw»«^ 

=    t  1 

X  ' 
X 

10 
8,000 

1.25 

BEA 
BEA 

a)  Direct  personal  income 
Net  multiplW  , 

9 

X 

5 

100,000  * 
0.5 

BEA 

1)-  Induced  personal  income 
from  farm  proprietors 

$ 

50,000- 

No.  acres,  agricultural 
Farm  employees  per 
agricultural  acre  r 

*  X 

*    700  ** 
0.014 

Local  Planners 
Local  Planning 
'Documents 

Total  farm  employees 
Percent  living  in  district23. 

X 

10 
0.3 

Farm  employees,  district 
Avg.  W&S,  farm  employees 
Personal  income  adjustment 

9* 

X  • 

X 

$ 

3  ^ 
6,000 

1.25 

 r—  

BEA  ^ 
BEA 

b)  Direct^  personal  income 
Net  multiplier 

9 

X 

$ 

22,500 

0.5 

BEA 

2)  Induced  personal  income 
from  farm  employees 

a 

? 

11,250 

6 

Na.  developed  acres, 

commercial 
£ommercial  employees  per 

commercial  acre 

X 

1  350 
10 

3 

Cocal  Planners, 
BEA,  Census 

jocal  Planning 
Documents 

Total  commercial  employees y 
Percent  living  in  ^district 

3,500  0 
0.3 

Commercial  employees,  district 

1,050 
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VARIABLE 

OPERATION 

SAMPLE         |           SOURCE  I 

Avg.  W&S,  commercial  • 
employee's              .    ^ 

Personal  income  adjustment 

X 

$  6,400 

1.25 

BEA,  Census, 
Pla.  Dept.  of 
Unemployment 
BEA 

c)  Direct  personal  income 
Net  multiplier 

X 

$  8,400,000* 

BEA 

— ^  =2  

from  commercial  employees 

No*  developed  acres , 
industrial 

Industrial  employees  per 

lllUUOUL  lax           1.  c 

$  4,200,000 

350 
5 

IxDcal  Planning 
*  Documents 

Local  Planners 

■total  industrial  employees 

X 

1  1,750 

0*3 

Industrial  employees, 
district*  / 

Avg.  W&S,  industrial  x 
©aployees 

Pftf  Clonal  "X  r\r*Arh&    a/^^ n^if  tnanf 

X 
X 

52* 

5  12,800 

1  .-25 

< 

BEA,  State 
Labor  Dept. 
BEA 

d)  Direct  personal  income 

tret  {QuxwipxicL  * 

X 

$  8/400/000 

0.5 

BEA* 

4)^Induced  personal  income 

from  industrial  employees 
No*  working  spouses 
Avg.  W&S,  job 
Personal  income  adjustment 

X 

X 

$  4,200^,000 
3<K> 

$  12,000 

1.25 

» 

BLS 
BEA 
BEA  . 

e)  Direct  personal  income 
Net  multiplier 

X 

$  4,500,000 

0.5 

BEA  t 

5}  Induced  personal  income 
from  working  spouses 

Induced  personal  income,  t 
district 
(1+2+3+4+5) 

employees  in  county  or  SMSA 
(excludina  district) 
(Section  C)  ' 

+  a 

$  2,250,000 
$11,000,000 
$30,000,000 

• 

Total  induced  personal  income 
Percentage  induced  personal 
iricofie  accruing^to  dis- 
trict residents. 

a 
X 

$41 ,000,000 

4 

0.05 

Induced  personal  income, 
district 

*  m 

$  2,000,000 

APP  G-Z9 


VARIABLE 

OPERATION 

SAMPLE 

SOURCE 

Direct  personal  income, 
district  ■ 
(a+b+c+d+e) 

/ 

521,000,000 

c 

Personal  income,  taxable 

residents  of  Si shrinf 

si  te-*tt,ribu  table 

m 

$23,000,000 

0 

Personal  income,  taxable 
residents,  district 

* 
* 

$1,000,000,000 

^Section  IIA 

Percentage  o&  personal 
income/  district,  <s 
site-attxi£u$able,- 

3 

0. 

* 

023 

Residential  property  *tax 
,  revenue,  ^Ql^strict, 

X 

$10,000,000 

Local  Tax 
Assessor 

Residential  property  tax 
•  revenue ,  site-attributable 

9 

$  230,000 

Commercial  Property  Tax  %evense25      -  -       -*    -  * 

{Derived  from  spending  ,by  si te-attribii table  *" 
employees  >  in  county  or  SMSA.) 


VARIABLE 

OPERATION 

SAMPLE 

i  SOURCE 

No.  farm  employees,  county  or 
SMSA  (excluding  district}25 
Avg.  W&S,  farm  employees 
Personal  income  adjustment  . 

X 

X 

7 

$  6,000 

1.25 

*  BEA 
SEA 

a)  Direct  personal  income 
Net  multiplier 

X  * 

$     ,  52,500 

0.5 

BEA 

1)  Induced  personal  income  * 
from  farm  employees 

•  -* 

$  26,250 

No,  commercial  employees/ 
county  or  SMSA             m  m 

(excluding  district)  *  - 
Avg.  W$S,  commercial 

employees* ■ *  ,  "    "  A 
Personal  income  adjustment* 

X 

2450 

?  >_  8,000 

1.25 

BEA,  Census 
SEA 

b)  Direct  pergonal  income 
Net  multiplier 

St 

X 

$  24,500,000 

0,5  I 

BEA 

2)  Induced  personal  income 
from  commercial  employees 

a 

$•12,233,000 

—        -1  .  c 

* 
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VARIABLE           *  f 

OPERATION 

SAMPLE 

SOURCE 

Ko.  industrial  employees,' 
county  or  SMSA  , 
(excluding  district) 

Avg.  tf&S,  industrial 
employees 

X 

i 

1225 

5  16,000 

.  ,i  • 

BEA,  State  4 
Labor  Dept»v 

Personal  income  Adjustment 

X 

1.25 

BEA 

c)  Direct  personal  income  ' 
Ket  multiplier 

8 

X 

$  24,50,0,000 
W       J).  5 

BEA 

3}  Induced  personal  income 

from  industrial  employees 

< 

3 

$  12,250,000 

No*  working  spouses 
Avg,  W&S,  job 

Personal  income  adjustment 

X 
X 

700 

•  5  12,000 

1,25 

BLS 
BEA 
BEA 

d)  Direct  personal'  income 
Net  multiplier 

X 

$  10,500,000 

0,5 

BEA 

.4)  Induced  personal  income 
from  working  spouses 

$  5,250,000 

• 

Direct  personal  income/  site 
'  emplo^ses ,  county  or  SMSA- 

(excluding  district) 

(a+b+c+d) 

?  60,000,000 

Induced  personal  income, 
site  employees,  county  or 
SMSA  (excluding  district) 
(1+2+3+4) 

- 

+ 

$  30,000,000 

Direct  and  induced  personal 
income,  employees  in  tax- 
able residences,  district 

+ 

$  32,000,000 

Section  IVB 

Total  personal  income, 
site-attributable 

a 

• 

$122,000,000 

^cccenuayc  ut  per sunai  in 

come  spent  on  retail  goods 
and  taxable  services 
Percentage  of  purchases'  of 
retail  goods  and  taxable 
services  spent  iii* district 

/ 

/ 

x  ( 

X 

* 

0.6 

0.25  - 

Census 
Natl.  Avg, 

Consumption,  district, 
site-attributable 

s 

$  18,000,000 

Total  Consumption,  district 

• 

$880,000,000 

Censtis 

Percentage  consumption, 
s  i  te-^tt r  ibutable 

m 

0*02 

Commercial  property  tax 
revenue,  district 

X 

$  4,006,000 

Local  Tax 
Assessor 

Commercial  property  tax  reve- 
nue, site-attributable 

m 

$  80,000 
* 
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D.  General  Fund  State  Aid 
-*  . 

VARIABLE  ■ 

OPERATION 

«  SAMPLE 

SOURCE  / 

ADA  site-attributable 
Non-categorical  State  aid 
per  pupil 

X 

$ 

600 

State  Ed*  * 

a)  Bon-categorical  State  * 
aid,  site-attributable 

$ 

557,000  * 

hSht  site-attributable 
Total  ADA 

# 

* 

928 
40,000 

y 

LEA 

Percentage  of  ADA, 

site-attributable 
Categorical  State  aid 

m 

y  X 

♦ 

$ 

0,02 
*1, 000, 000 

b}  Categorical  State  ai<J, 
,  site-attributable 

s 

i 

$ 

i 

20,000 

Total  general  fund  State  aid 
(a+b) 

m 

$ 

577,000 

E«  Miscellaneous  'Other"  Local  Revenue 


VARIABLE 

OPERATION 

SAMPLE 

SOURCE 

If  function  of  ADA: 
ADA,  site-attributable 
Total  ADA 

* 

928 
40,4W> 

LEA 

Percentage  of  ADA,  - 

site-attributable 
Miscellaneous  other  local  - 

revenue,  district 

X 

$ 

0.02 
3,000,000 

LEA 

a)  Miscellaneous  revenues, 
sit^-attributable  J 

s 

$ 

60,000 

If  function  of  revenues 
collected: 

Percent  of  residential 
property  tax  revenue,  com- 
mercial property  tax  reve- 
nue, and  general  fund  State 
aid,  site-attributable 
Interest  Income, 
site-attributable 

X 

$ 

,  0.012 
1,000,000 

Sections 
IVB, 
IVC, 
IVD 

LEA 

b)  Interest  income, 
si  te-attributable 

3 

$ 

12,000 

l 

r       -  | 
I 

i 

If  function  of  personal 
income: 

Percentage  of  taxable 
personal  income, 
site-attributable 
Revenue,  local  income  tax 

X 

0.09 
1,000,000 

5)  Income  tax  revenue,' 
.  site-attributable 

$ 

90,000 

Potal  miscellaneous  "other* 
local  revenue, 
site-attributable 
{a+b+c> 

$ 

162,000 

o  .   •  638 
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FOOTNOTES  TO  THE  ECONOMIC  IMPACT  MODEL        —  * 


i 


J/   The  i/icome  of  induced  employees  residing  in  the  district. 

2/      (Total  tf&S,  County  or  SMSA  +  Total     ~_  rr 

Proprietors1  Income,  County  or  SMSA)  x  Personal  income  adjustment 
|  No.  jobs,  County  or  S^A 

i  -  ^ 

BEA  Personal  Income  data  by  county  or  SMSA  was  available  only  for 
1978.  All  personal  income  figures  throughout  the  model  were  updated 
to  |©79  by  appj^img  the  State-wide  rate^  of  increase  in  per  capita 
income  from  1$78  to  1979.         *  -  " 

Xf  The  number  of  induced  jobs,  rather  than  the  number  of  induced 
employees,  was  ' calculated  because  data  on  the  number  of  jobs  were 
available  for  the  county,  and  SMSA,  whereas  data  on  the  number  of 
employees  were  not.  Since  the  multiplier  effect  is  assumed  to  occur 
within  a  county  or  SMSA  (depending  on  the?  area4} ,  the  Commission  felt 
it  important  to  use  data,  that  were  reliable  at  that  loci!  level. 
Though  the  number  of  induced  jobs  exceeds  the  number  of  induced 
employees  (seme  employees  hold  m£re  than  one  job)  *  the  model's 
Estimate  of  induced  ADA  is  not  likely  to  be  biased.  The  bias  «in.  the 
jobs  variable  is  neutralized  when  the  number  of  jobs  is  multiplied 
by  the  ADA  per  job  ratio,  The  model's  estimate  of  the  number  qf 
induced  ADA,  therefore,  is  not  affected  by  the  use  of  data  on  jobs 


rather  than  employees.^. 


4/    This  figure  was  determined  differently  for  each  case  because  of  the 
/differences  in  the  availability  of  datsT:  v 

/Douglas  School  District:  — 
I     (Total* ADA,  Pennington  and  Meade  Counties 
\         ~  on-base  Ellsworth  military  ADA}  _ 

(Total  Jobs,  Pennington  and  Meade  Counties       ^  * 
•         -  Ellsworth  military  employees  living  on  base) 

\    Bellevue  School  District  and  Chamber sburg  Area  School  District: 
,   (ADA/Population,  School  District)  ~ 
x  (Population/Jobs,  County  or  SMSA)  ^ 

I    1  Escambia  County  School  District: 

(Total  ADA  -  .military  connected  ADA, ^Escambia  County) 

/  (Total  jobs-  military  jobs,  Escambia  County)  % 

■  ? 

5/  The  Commission- model  uses  both  the  State  average  of  per-pupil 
expenditures  and  the  weighted  average  of  per-pupil  expenditures  for 
the  comparable  school  districts.  The  Tieed  for^consistent ,  uniform 
data  prompted  'the  , Commission  to  use  statistics  compiled  at  the 
Federal  level,  ifhis  meant  that  SAFA  data  on  State  per-pupil  expend- 
itures* ha^^J^oe  updated  and  that  States1  data*  on  comparable,  dis- 
tricts1 per-pupil  expenditures  had  to  be  standardized  by  applying 
Federal  data.     In  addition, '  Federal  revenues  Twhich  are  taken^  into 
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'  • 

account%by  SAFA  and  the  State  education  departments  in  determining 
per-pupil   expenditures)    had    to   be   subtracted   from  both  figures 
because  the  model  does  note  -  consider  Federal  contributions  to  the  • 
revenue  of  the  local  educational  agency* 

To  determine  the  State  average  per-pupil  expenditure,  SAFA  data  from 
FY  1978 — the  most  recent  year  for  which  data  was  availale  at  the 
Federal  level— had  to  be  updated  to  FY  1979%  This  was  done  by  using 
data  feces  the  State  education,  departments  to  determine  4the  rate  of. 
in6rease  in  per-pypil  expenditures  ffcm  FT  1978  to  FX  1979;  this 
rate  of  increase  was  then  applied  to  the  SAFA  data  from.  FY  1978  to 
obtain  figures  for  FY  1979. 

To  determine  the  weighted  average  of  per-pupil  expenditures  in  the 
comparable  districts*,  the  model  had .  to  standardize  State  data  for 
the  comparable  districts  because  each  State  defines  current  expendi- 
tures differently.  SATO  data  on  'state  average  per-pupil  expendi- 
tures was  compared  to  similar  State  data,  and  the  result  applied  to 
State  data  on  comparable  districts,  in  the  following' way; 

State  average  per-pupil  expenditures , .SAFA,  FY  1979  ' 
j   State  average  per-pupil  expenditures T  States,,  FY  1979 

x  Weighted  average  of  per-pupil  expenditures,  comparable 


districts,  State,  FY  1979 


i  -  • 

The  above  operation r.  applied  to  each  State's  data  on  per-pupil 
expenditures,  yielded  a  standardised  estimate  of  per-pupil  expendi- 
tures 'for  the  comparable  "districts. 

1  * 

The  results  of  the  operation  discussed  above  are  per-pupil  expendi- 
ture figures  for  the  State  and  for  comparable  d  i  strict  sx  that  include 
contributions  from  Federal,  State,/ and  local  sources*  Because  the 
isodel  considers  only  non-Federal  revenues,  the'-Federal  component  of 
per-pupil  expenditures  had  to  be  subtracte^.y  This  was  done  by 
computing  the  percentage  of  State  average  per-pupil  expenditures  (as 
determined  by  SAFA)  that  derived  from  Federal  revenue  in  FY,  1978. ■ 
This  percentage  was  then  subtracted  from  the  per-pupil  expenditure 
figures  calculated  above  for  FY  1979  to  yield  per-pupil  expenditures 
frosa  non-Federal  sources* 

The  comparable  districts  used  to  determine! the  per-pupil  expenditure- 
figure  were  approved,  in  two  cases,  by*-the  U.S.  Department  of 
Education  and  in  the  two  other  cases,  by  the  State  departments  of, 
education.  Because  the  local  contribution  rates  for  Bellevue  and 
Douglas  under  Public  Law  B14  were  determined  on  the  basis  of  compa- 
rable districts,  the  U.S.  Department  of  Education  was  required  by 
regulation  to  approve  the  choice  of  these -districts- according  to 
extensive  criteria  such  as  the  number  of  'students,  the  assessed 
valuation  of  district  property,  and  the  mill  rate  in  the  district. 
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The  Commission  model  relied  on  data  from  these  districts  in  estimate 
c  ing  per-pupil  expenditure  figures  for  Bellevue  and  Douglas, 

For  Escambia  County,  the  Commission  relied  on  the  classification 
scheme  used  in  the  annual  report  of  the  Florida  Department  of 
Education,  The  *  Department  divide^  Florida's  districts  inter  five 
groups  on  the  basis  of  five  criteria:  population  size,  average 
"family  income,  percent  urban,  median  education,  and  number  of  white- 
collar  workers.^  Th^  Commission  then  selected  the  non-f ederally- 
impacted  dis.tricts  fscm  Escambia  County's  group  as  the  comparable 
districts  for  the  case  study* 

For  Chambersburg,  the  Commission  requested  the  Pennsylvania  Depart- 
ment of  Education  to*  s£lec£  five  comparable  districtsv?On  the  basis 
of  U.S.  Department  of  Education  criteria. 

The  caspar able  districts  used  by  the  Commission  model  to  estimate 
the  per-pupil  ^expenditure  for  the  districts  studied  were  the  fol- 
lowing:       -  * 

Bellevue:  Auburn,  Beatrice,  Fairbury,  Geneva,  and  Seward.  % 

"  Chambersbufg:  Harrisburg  City,  Mifflin  County,  Warrefr  County, 

Wilkes~3arre,  and  Williamsport  Area  School  District,  * 
\  '    -  . 

^Douglas:  Brookings;  Huron,  Lake  Central,  Miller,  arid  Vermillion, 

Escambia 'County^  $Chat lofcte ,  Collier,  Indian,  and  Folk. 

t»  ■  ■  ■ 

The  personal  income  adjustment  is  the  ratio  of  Federal  employees' 

t total  personal  income  to  their  wages  and  salaries.     Total  personal, 
income  csnsists  of  the  sum  6f  non-wage  income  api  vag*s  and  sala^ 
ries,  minus  social  security  tax  payments*    HoijjfWage  income  includes  ^ 
other   labor   income    {primarily  contributions  made  by  employers  to 
private  pensions,  health,  and  welfare  funds) ,  and  dividends, . inter- 
est, and  rent  received, 

P  > 
The  data ^£hat  were  used—statistics  on  wages*  and  salaries  (W&S)  ,  ■ 
other  labor  income  (QI*Y)  ,  dividends,  interest  and  rent'  (DIK)  ,  and 
Social  Security  taxes  {SST5~are  available  for  county  employees,  but 
not  specifically  for  Federal  employees.  The  only  data  available 
from  BEA  for  Federal  employees  consists  of  W&S  and  OLY  combined  into 
one  figure.  To  make  the  calculations  necessary  to  determine  a 
personal  income  adjustment  for  Federal  employees, < the  model  assumes 
that  the  constituents  of  total  personal  income  listed  above  are  the 
same — and  of  the  same  proportions—for  Federal  employees  as  for- 
employees  throughout  the  county. 

Federal  W&S  is  determined  by  multiplying  the  sum  of  Federal  w&S  and 
OLY  by  the  ratio  of  county  tf&S  to  county  W&S  and  OLY,  Federal  OLY 
is  then  the  difference  between  the  sum  of  Federal  W&S  and  OLY,  and 
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Federal  was.-  Pederal  DIR  is  estimated  by  multiplying  the  county  DIR 
by  the  proportion  of,  county  WSS,' OLY,  and  proprietors'  income  that 
is  comprised  by  Pederal  W&S  and  OLY  {DIR  is  assumed  to  be  a  function 
of  WSS  and  OLY) .  Federal  SST  is  estimated  by  multiplying  county  .SST 
by  the  proportion  of  county  WSS  and  proprietors'  income  composed  .of 
.  Federal  WsS  {SST  is  assumed  to  be  a  function  of  WSS) .  [{Total 
^Proprietors'  Income  frrop. ,  Y) . is  used  in  the  determination  of • 
Pederal  DIR  and  SST  because  Proprietors'  DIR  and  SST  are  part  df 
the  county  figures  and  should  not  be  attributed  to  wage  and  salary 
employees.]  i  * 

The  results  are  estimates  of  thfe  components  of  total  personal  income 
for  Pederal  employees.  The  tferee  kinds  of  income  are  therv  added 
together,  social  security  taxes  subtracted,  and  the  result  divided 
by  WSS  to  yield  the  personal  income  adjustment  for  Federal  employ- 
ees. The  personal  income  adjustment  for  Non-Appropriated  Fund 
employees  is  less,  however;  because  it  is  calculated  without  consid- 
eration of  OLY,   since  Non-Appropriated  FunH  benefits' are  minimal! 

* 

.Personal  .Income  Adjustment t  m  %  Sample  (Millions) 

*  • — \  " — 

Wage&  &  Salaries,  total,  county  *  $4&q 


d) 


Other  Labor  Income,  total,  county 
+  W&S^,  county^ 

*  440 

*W&S  +  OLY,  Pederal 

X 

110 

W&S,  Federal 

100 

W&S  -k  OLY,  Pederal  ' 
W&S  ?ederalv "    \  <> 

110 
100 

Other  Labor  Ipdome,,  Federal 

10 

W&S  +  OLY,  Federal 

W&S  +  OLY/county                         *  % 
+  Proprietors  Income 

*                       *  if  ' 

1 10 
500 

Dividends,  Interest,  &  Rent,  county 

X 

90 

DIR,  Federal 

s 

20 

W&S,  Federal 

H&S,  county  +  Prop*  Y,  county 
Social  Security  Taxes,  county  - 

X  - 

*  100 
470 
23 

SST,  Federal. 

5 

b-  + 
c                             +  * 
d     v<              •        ~  - 
"   ^                 * Pet serial  Income     = * 

100 
10 
•  20 
5 

125  o 

Wa9es  &  Salaries  \ 

100 

Personal  Income  Adjustment    ■ *  ) 

<^  1*25 
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/  •  The  multipliers  for  three  of  the  four  case  studies  were  obtained 
from  the ^Bureau  of  Economic  Analysis.  For  the  studies  of  Bellevue, 
Chambersburg,  and  026cambia  County,  the  Commission  relied  on  BEA 
findings  of  the  range  of  multipliers  that  could  conceivably  apply  to 
ynilit^y  employees ,  civilian  employees,  Non-Appropriated  Fund 
employees,   and  spouses  of*-  thes^.  employees,  determines  these 

multipliers  from  inputr-outpufc  models  it  has  designed  in  studies  for 
the  Department  .of  Defense, 

The  Commission  did  not  use  BEA  data  on"  multipliers  in  its  study  of 
Douglas  because  BEA  had  not  conducted  any  studies  £f  areas  with 
commercial  sectors  as,smalJL  as  Douglas1.  *  The  Commission  determined 
the  multipliers  for  Douglas  by  applying  the  Keynesian  formula  that 
provides  the  conceptual  basis  for  more  intensive,  complex  appro^jftes 
to  estimating  multipliers.  This  formula  underlies  multiplier  theory 
and  is  applicable — assuming  the  availability  of  data — to  all 
regions. 

t 

The  multiplier  effect  from  introducing  income  into  a  region  in- 
creases as  the  percentage  of  income  that  is  spent  in  the  region 
increases.  That t  is,  the  higher  the  proportion  of  income  that  is 
spent  locally,  the  larger  the  multiplier: 

Multiplier  *  1/1  -  marginal  propensity  to  consume  locally 

* 

In  more. self -sufficient  urban  economies,  a  relatively  high  propor- 
r  tioh  of  income  is  likely  to  be  spent  locally  by  both  consumers  and 
by  businesses  making  intermediate  purchases.  In  rural  economies 
uch  as  Douglas1,  consumers  and  businesses  '$re  likely  to  spend  a 
r^latjively  small  percentage  of  their  income  in  the  local  economy. 
Multipliers,  as  a  rule,  'are  higher  in  urban  areas  than  in  rural 
areas.      „  ' 

In  Douglas  School  District,,  where  there  are  only  24  commercial 
establishments,  averaging  an  estimated  $194,790'  in  annual  sales, 
very  few  of  the  receipts  from  consumer  purchases  are  re^spent  infl 
Douglas  by  .the  commercial  establishments.  'Virtually  all  the' stores 
are  small  retail  establishments  or  commercial  offices  that  make 
their  intermediate  or  wholesale  purchases  either  in  Rapid*  City 
(population:  52,070),  which  is  10.mM.es  -away,  or  outside  the  area, 

The  only  locil  consumption  in  Douglas,  therefore,  is  done  by  consum- 
ers, not  by  businesses.  Using  ,the  Keynesi§n  formula  tp  estimate  the 
multipliers  for  Douglas  requires  ^simply  a  determination  "of  con- 
sumers1 total  income  and  the  amount  that  they  spend  within  the 
district. 

* 

The  Commission  estimated  the  amount  that  military  employees  spent 
Douglas  by  multiplying  the  total  sales  intDouglas  by  theWopor^fon 
of  purchases  in  the  local  economy,. that  were  madef  by  militar  y^afploy- 
ees.  The.  percentage  of  local  consumption  by  military  /  employees 
was  determined  by  first  estimating  the  total  consumption  of  both 
militaty  families  and  all  families  living  in  the  district,  using 
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National  data  on  the  percentage  of  ingpme  spent  on  consumption. 
(Total  Personal  Income  x  Consumption,  U.S/Income,  U.S.).  On-base 
purchases  attributable  to  these  military  families  was  then  subtract- 
ed from  total  military  consumption.  The  result  was  the  ratio  of^ 
off-base  military  purchases  to  purchases  by  all  district  residents. 
-This  figure  was  then  multiplied  by  total  sales  in  Douglas,  which  was 
estimated  from  U.S.  Census  data  (see  note  17,  infra) . 

The  complete  procedure  for  estimating- the  military  multiplier* was  as 
follows:  t  ' 


/ 


Multiplier 
MCPL 

Consumption 
'in  Local 
Economy 

Military 


^1/1  -  marginal  propensity  to 'consume  locally,  (MCPL) 

t*  ConsmagDtioh  in  local  economy/Personal  income 

■  Reta^ti-sales  and* taxable  services,  Douglas 
x  (Military  consumption,  Douglas/. 
Total  consumption,  Douglas^ 


/ 


Working,  spouses 


*  Total  personal  income,  military  on  base  and  in  district  / 
Consumption^  x  Consumption,  U.S. /Income,  U.S.  / 
Douglas  -  On-base  sales  attributable  toimilitarv 

on  base  apd  in  district 

The  multiplier  for  civilian  employees  was1  determined  in  similar, 
fashion,  except  that  no  base  sales  were  attributable  to  civilian 
employees.  The  proportion  of  local  consumption  done  by  civilian 
employees  was  therefore  higher  than  that  done  by  military  employees, 
resulting  in  a  higher a marginal  propensity  to  consume  locally  and, 
ultimately,  a  higher  multiplier. 

* 

8/  Of  the  four  bases  studied,  only  Pensacola  Naval  Air  Station  fcad 
firm  data  on  the  number  of  contractors  working  on  base.  For  the 
other  three  bases,  the  mnaber  of  contractors  was  estimated  from 
other  data.  The  most  important  variable  is  base-connected  ADA,  a 
statistic  collected  by  SAPA  that  includes  the  number'  of  children 
whose  parents  are  contractors  working  on  base.  The  number  of  jobs 
on  base  (including  contractors)  and  the  number  of  working  spouses 
associated  with  employees*  at  these  jobs  is  determined  with  the 
* jobs/ADA  ratio  (discussed  in  note  fT,' -supra) .  To  isolate  the  number 
of  contractors  from  this  group,  the  number  of  not)-contfcactor 
civilian  employees,  th^ir  working  spouses,  and  the  working  spouses 
of  the  contractors  are  subtracted.  The  following  operation  illus- 
trates this  procedure: 

Base-connected  ADA,  civilian  * 
•  x    ( jobs/ADA)  4       '  * 

Base-connected  jobs  +  working  spouse^  s 
/    -    Basg-connec?ted  Civil  S€trvi$e  &  NAF  employees 

+  their  working  spouses  

«    Contractors'  +  their  working  spouses 


Contractors 


-f- 


9/    Total  W&S,  fcounty  or  SMSA 


ERIC 


No.  jobs,  county  or  SMSA  (excluding  proprietors) 

.    . :    •     6.34.  . 


ERIC 
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10/  For  civilian  employees  the  model  assumes  that  working  couples  choose 
where  to  locate  On  the  basis  of  the  husband's  place  of  employment, 
whe  personal  income  q|  the  non-base-^ttributable  working  spouses  of 
the  feraalfe  civilian  employees/  therefore,  'is  not  included  in  the 
calculations  because  the  model  assumes  that  the' couple  would  have 
located  where  they  did  whether  or  not  the  base  had  b^en  established.  ; 

The  number  of  working  wives  of  base  employees  was  estimated  from 
data  on  the*  number  of  male  employees  on  base,  the  percentage  of 
males  that  are  married  (either  on  base  or  in  the  State,  depending  on 
what  data  was  available),  and  the  percentage^  wives  in.the  State 
who  work.  The  following  operation  show^  the  procedure  used  (sources 
of  the  data  are  in  parentheses) : 

%*  "         *  " 

Number Eof* male  employees,  base  (Base) 

x    Percent  of  males  married  (Base  or  BLS)  , 

x    Percent  of  wives  who  work  (BLS)  

1        m    Number  of  working  wi^fes  of  base  employees  / 

11/  Both  male  >and  female  working,  spouses  of  military  employees  are 
included  in '  the  model  .  because  the  locational  decision^  for  these 
tamilies.  are  made  by  the  Federal  Government.  The  operation  for 
calculating  the  number  of  working  spouses  of  military  employees  adds 
a  determination  'of  the  number  of  working  husbands  to  the  -procedure 
^  v  used  in.  note  10,*  supra,  to  determine  the  number*  of  working  wives. 

That  additional* procedure,  like  the^one  shown  in  note  10,  relies  on  * 
dat£  on  the^  number  of  female  military  employees,  the  percentage  oif* 
female^  that  aresmarried  (either  on  base  or* in  the  State,  depending 
on  what  data  was  available) ,  and  the  percentage  of  husbands  in  the 
^State  who  work."     It  is  shown  below  (sources  of  data  are  in  paren- 
theses) :  * 


Number  of  female  military  employees,  base  (Base) 
x    Percent  female  married,  base  (Base  or  BLS) 

*x    Percent  of  husbands  who  work  (BtSj    * 

=   Number  of  working  husbands 

When  bhsg  information  has  been  Available  on  the  number*  of  married 
couples  working  at  the  base,'  the  number  of  working  spouses  has  been 
adjusted  downward^  Blisworth  Air  Force  Base  in  Douglas  School  Dis- 
trict and  B^nsacola  Naval  Air  Station  in  Escambia  County  School 
District  provided  these  data.  Since  the  number  of  such  couples*  is 
relatively  smftll  (less  than  three'  percent  of  base  erttployejs*  at' 
either,  base  are  married  to  other  base  employees),  there  appears  to 
be  little  bias  in  the  results  for  bases  without  data. 


12/  For  all  districts  except  Douglas,  the  model  assumed  thaj>*  induced 
employees  were  .as  likely^  as  other  employees  in  the  area/  to  reside 
in  the  district.'  That  is:  0  y 


Jfto*  indeed  employees,  ■  population,  district   * 

*s   living #in  district       "population,  County  or  SMSA^ 


6*15 


r 
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In  Douglas  School  District,  the  model  assumed  that  induced  employee- 
were  as  likely  as  civilian  base  employees  to 'reside  in  the  district. 
This  assumption  wa's  made  because  of  the  extremely  rural  nature  of 
Douglas,  where  it  was  unlikely  that  any  commercial  employees  working 
outside  the  district  ijould  live-  in  the  district*  The  operation  to 
determine  the  number  of  induced  employees  living  in  Douglas  was  as 
follows: 


No,  induced  employees, 
living  in  district 


/ 


Civil  servic*  employees, 

district  L. 
Civil  service  employees, 

base 


Total a Induced 
x  Employees 


The  model  also  assumed  that  the  number  of  school-age  children  per 
family  was  the  same   in  the  district  as  throughout  th*  -  county  or- 
^  SMSA,      This  made   it'  possible  to  estimate   the  population  of  £he 
district:  ♦ 


Population, 
living  in 
district 


■  Enrollment,  district  . 

Enrollment',  County     x  ^P^ation,  County  or  SMSA 

or  SMSA 


In  Douglas,  this  procedure  was  applied. only  to  off-base  population 
because  data  for  on-base  population  was  provided  by  the  base. 

Since  Escambia  County  School  District  is  coterminous  with  the 
county,  exacft  population  figures  were  Available, 


inures 


The  years  for  which  data  were  available  varied,  with  the  district. 
In  Giambersburg ,  enrollment  data  for  1975-76  were  used.  In  Belle- 
vue,  data  £m  1977-78  were  used,  /in  Douglas  School  District,  data 
for  1978-79  Were  used.  It  is  unlikely  that  the  ratio  of  enrollment 
in  the  district  to  enrollment  in  the  area  would  vary  significantly 
from  1975  tc/  1979,  The  latest  year  for  which  population  data  for 
the  county  oNsMSA  were  available  was  1978. 


13/  Though  the  prcc/edure  for  determining  the  taxable  personal  -income  of 
£aclL  district/was  basically  the  same*  this  procedure  was  modified 
study  because  of  the  differences  in  the  ^availability 
of  data:     "*  ^ 


Bellevue  School 
'  District 


Population,  district 
-    Base-connected -ADA  x  { Pop. /ADA) ,  district 

x    Per  capita  personal  income,  SMSA  ^_ 

Personal  irwpme,  non-base-connected 
taxable    residents,  district  *  * 


ne,  taxable  base?-connected 
district 


income,  taxable  residents,  district 
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Chambersburg*  School 
District 


Douglas  School 
District 


Escambia  'County 
School  District 
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Population,  district  % 

-  Base-Connected  ADA  x  (pop. /ADA) ,  district 

-  Iow^rent,  housing  ADA  x^(pop./ADA) ,  district 
x   Per  capita,  personal  income,  county  

*  Personal  income,  non-base-connected  taxable 

residents,  district, 
Personal  income,  taxable  base-connected 
+       residents,  district  ~?  

*  Personal  income,  taxable  residents,  district 

Noh-base-connected  ADA,  district 
x  •  (Pop. /ADA) ,  district 

x    Peg  capita  personal  income,  county  

x    Perianal  income,  non-base-connected  taxable 
resi<^nts,  district 
Personal  income,  taxable  base-connected  * 
+       residents,  district  

*  Personal  Income,  taxable  residents,  district 

Personal,  income,  county 

-  Personal  income,  non-taxable  residents  

«  -Personal  income,  taxable  residents,  district 


14/  The  model  uses  the  ratio  of  sales-fco-income  to  determine  the  qon- 
sumption-to-income  ratio.  It  applies  national  data  on  sales  and 
income  rather  than  local  data  in  order  to  reduce  the  bias  in  these 
estimates.  Local  data  on  commercial  sales  depend  on  the  degree  of 
commercial  concentration  in  the  area  and  is  not  always  likely  to 
v  reflect  the  consumption  of  just  the  residents.  In  areas  of  greater 
commercial  concentration,  the  ratio  of  sales  td  income  is  probably 
higher  than  the  true  ronsumpt ion-to-income  ratio  for  the  residents 
in  the  area;  conversely,  in  areas  of  less  commercial  concentration 
this  method  would  yield  a  pon sumption- to- income  ratio  that  is  prob- 
ably lower  than  the  true  ratio*  In  Escambia  County,  for  example,  an 
area  of  high  concentration,  the  proportion  of  retail  skies  and 
taxable,  service  receipts  to  personal  income  is  72  percent— 13 
percentage  points  above  the  national  average  of  59  percent.  In 
neighboring  Santa  Rosa  County,  however,  it  4^44  percentr-15  per- 
centage points/below  the  national  average.  It  is  "unlikely  that 
residents^of  Escambia  County  spend  72  percent  of"  their  income  on 
sretail  goods  and  taxable  services  while  residents  of  adjacent  ^Santa^ 
Rosa  County  spend  only  44  percent,  w 
_  •  * 

15/  Method"  used  to  determine  on-base  purchases  of  county roif  SMSA  resi- 
dents varied  with  the  nature  of  the  area  in  which  the  base  was 
located  and  with  the  availability  of  data.  The  general  approach  was 
to  multiply  total  on-base  sales  by  the  percentage  of  military  and 
military  retiree  income  in  the  area  that  was  made  "up  by  the  income 
of  military  residents  of  'the  county  or  SMSA* 
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In  riellevue,,  the  purchases  of  military  employees  throughout  the  SMSA 
were  considered  because  the  model  assumed  that  all  shopping  of  SMSA 
residents  took  place  within  the  SMSA.  * 

In  Chamber sburg,  LetterkennyVArmy  Depot  has  no  commercial  establish- 
ments/ but  military  employee#f  rom  Letterkenny  can  shop  at  Carlisle 
Barracks,  in  nearby  Carlisle* 

In  Douglas,  the  model  assumed  that  the  only  customers  at  stores  in 
.  Douglas  would  be  residents  of  the  district  or  families  living  on 
base. 

In  Escambia  County,  military  employees  throughout  the  county  (but 
not  the  SMSA)  were  considered  because  of  information  from  Eglin  Air 
Force  Base  showing  that  military  re^identa^f  Santa  Rosa  County 
(which  is  part  of  the  Pensacola  SMSA)  were  more  likely  to  shop  at 
Eglin  than  at  Pensacola  Naval  Air  Station, 

Bellevue  School  District: 
Military  payroll,  SMSA 

Military  payroll,  total       x  101:31  on  ****  sales 
+  retirees'  income  (SMSA) 

Chambersburg  School  District:  "  m 

hn  informal  survey  by  base  staff  revealed  that  military  employees 
do  30  percent  of  their  consumption  at  commercial  establishments  on 
Carlisle  Barracks- in  a  neighboring  county. 

Douglas  Sch6ol  District: 
Military  payroll,  on-base  and  district 

Military  payroll,  total  x  Total  on-base  sales 

Escambia  School  District: 

Military  payroll,  County  ,  I 

'    Military,  payroll,  total       x  Total  on'^se  sales  O 
+  retirees1 income,  County 

W  For  all  districts  except  Douglas,  the  model  assumed  that  resident's 
of  the  county  or  SMSA  did  all  their  shopping  throughout  the  county 
or  SMSA,  respectively,  and  that  these  same  residents  w£re  the  exclu- 
sive patrons  of  commercial  establishments  in  the  district.  The 
model  determined  the  percentage  of  theSe  residents'  purchases  that 
were  made  within  the  district  by  dividing  the  amount  of  total  sales 
in  the  district  by  the  amount  of  sales  in  the  county  or  SMSA.  That 
-    is:  * 

fletail  Sales  and  Taxable  Services/  district  

"Retail  Sales  and  Taxable  Services,  county  or  SMSA 

i 

Data  on  retail  sales  and  taxable  ^elrvices  is  available  from  the 
Census  Bureau  for  counties,  SMSAs,  and  cities  with  populations  of 
2,500  or  over.    In  Douglas;  however,  the  =only  town—Box  Elder— had  a 
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population  <3f   just  865  in  1978.     The  amount  of  retail  -sale 
taxable  services  for  Box  Elder  {the  figure  in  the  numerator 
had  to  be  estimated  from  other  Census  data. 

Pennington  County,  in  which  Box  Elder  is  located,  is  a  rural  area 
with  one  major  town,  .Rapid  City,  which  has  a  population  of  §2,070. 
The  commercial  establishments  in  the  county  outside  of  Rapjfd  City 
are  similar  in  size  to  the  establishments  in  Box  Elder.  To  estimate 
the  amount  of  sales  in  Box  Elder,  tbe_J3oipmission  first  determined 
the  average  sales  per  establishment  fn  Pennington  County,  /  outside 
Rap^d  City.  The  Commission  then  multiplied  the  number  of  establish- 
ments in  Box  Elder  {a  figure  obtained  from  school  district  offi- 
cials) by  the  average  amount  of  sales  per  establishment  in  the 
county  outside  Rapid  City  to  obtain  total  sales  in  Box  Elder. 

The  total  purchases  made  by  those  who  shop  L{*  the  district  (reflect- 
ed in  the  denominator  in  the  ratio  above)  'also  had  to  b4  treated 
differently  for  Douglas.  The  model  assumes  that  the  only  purchases 
in  Box  Elder  are  made  by  residents  of  the  district  because  of  the 
extremely  rural  nature  of  the  area.  The  denominator ,  tierefc^^e, 
should  reflect  only  district  residents1  total  purchases  qf  retail 
goods  and  taxable  services,  rather  than  purchases  by  residents  pi 
the  county  or  SMSA. 

17/  Retail  sales  and  taxable  services  data  for  1977  was  updated  to  1979* 
by  applying  the  percentage  change  in  personal  income  for  the  county 
or  SMSA  from  1977  to  78  and  the  percentage  change  in  personal  incofee 
for  the  State  from  1978  to  79. 

18/  Includes  property  taxes  on  utilities.  * 

19/  The  method  the  same  as  that  used  to  determine  the  number  of 
wofrking^  spous^s^connected  with  the.  base  (see  note  10,  supra) .  All 
data  is  from  BLS* 

20/  Does  not  inclugp  taxTH?  residential  structures.  In  Ch amber sburg, 
the  amount  of  agricultural  tax  revenue  per  acre  was  estimated  by 
local  planners,  In  Douglas  and  Escambia  County,  the  tax  was  based 
on  the  total  agricultural  tax  revenue  divided  by  total  numbed  of 
agricultural  acres*  .  * 

21/  In  Bellejug,  commercial  and  industrial  tax  revenue  per  acre  were 
derived  from  estimates  of  the _total  'revenue  produced  by  each  type  of 
land  use  divided*  by  the  number  of  acres.  Data  limitations 'in 
Escambia  County  -precluded  distinctions  between  commercial  and 
industrial  acreage.  Therefore,  the  model  took  an  average  from  both 
types  of  land  use  to  determine  the  amount  of  tax  revenues  and  the 
number  of  employees  per  acre  associated  with  commercial  and  indus- 
trial land. 

22/  The  residence  of  alternative  use  employees  was  projected  for  the 
district  and  the  county  or  SMSA,  but  not  for  the  site  itself. 
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23/  Alternative  use  employees  are^ssumed  to  have  the  £ame  commuting 
patterns  as  base  civil  service  employees. 

24/   Percentage     *  Percentage  change  in  population,  site  employees  liv- 

o£  induced  ing  irr  the  district,  from  "current  to  alternative  use 

income  Percentage  change  in  population,  sit£  employees  living 

accruing  t6  in  the  county  or  SMSA,  from  current  to  alternative  use 
'  district 

residents      X  Current  Percentage  of  total  induced  personal  income 
accruing  to  district  f 

25/  Because  employees  who  shop  in  the  district  may  also  shop  on  the  site 
if  it  houses  commercial  facilities,  the  rodel  would  be  double-count- 
ing employees'  contributions  to  commercial  property  tax  revenue  if 
it  were  to  separately  consider  commercial  tax  contributions  from  7 
alternative  use  employees  and  from  facilities  on  the  site  itself, 

,  * 
This  was  not  a  concern  in  Douglas  and  Chambersburg,  where  there 
would  have  been  no  commercial  facilities  on  the  site*  In  Escambia 
County,  it  was  not  much  of  a  concern  because  alternative  use  was 
considered  prospectively,  i.e.,  the  model  assessed  what  would 
happen  to  the  site  if  the  base  were  to  close  in  the  near  future. 
Empirical  studies  of  base  closures  by  the  Department  of  Defense  have  • 
shown,  for.  the  most  part,  that  closures  have  scarcely  affected  local 
retail  trade  in  the  short  run  and  have  resulted  in  strengthened 
retail ^trade  in  the  long  run.  (See  especially  John  Lynch's  Local 
-Economic  Development  After  Military  Base  Closings  288,  1970,  and 
David  MacKinnon's  "Military  Base  Closures  i  Long  Range  Economic 
Effects  and  the  Implications  for  Industrial  Development"  in  AIDC 
Journal,  July,  1978.)  The  model,  which  considers  developments  over 
the  long  run,  therefore  assumed  that  the  commercial  sector  off  base 
in  Escambia  County  would  not  have  been  changed  under  alternative  use 
and  that  the  amount  of  commercial  property  tax  revenue  in  the  dis- 
trict would  have  increased  in  the  long  run  by  the  amount  yielded  by 
commercial  establishments  on  the  site. 

In  Bellevue,  it  is  likely  that  the  concentration  of  commercial 
establishments  under  alternative  use  would  have  been  different  from 
what  it  is  now.  As  a  result  of  the  Federal  presence,  the  commercial 
sector  is  little  developed  along  Highway  73-75,  which  is  probably 
the  most  desirable  location  for  commercial  establishments  in  Belle- 
vue. Offutt  Air  Force  Base  owns  property  alqpg  one  side  of  the 
-highway  and  the  other  side  has  been  placed  under  commercial  restric- 
tions at  the  request  of  the  base.  1  The  model  assumes  that  the  focqs 
of  commercial  activity  in  Bellevue  under—alternative  use  would  have 
shifted  to  this  part  of  town.  ,  It  therefore  considers  just  the 
commercial  property  fcax  contributed  by  facilities  on  the  site 
itself,  which  would  have  included  substantial  contributions  from 
non-site  employees  as  well  as  site  employees.  * 
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26/  See  note  23,  supra. 

27/       Percentage  change  in  total  consumption,  district  residents  

Percentage- change  in  total  consumption,  county  or  SMSA  residents 

x    Current  .percentage  of  consumption  done  in  district 
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-  SUMMARY  OP  THE  ADMINISTRATION'S  TESTIMONY 
BEFORE  THE  COMMISSION 


The  Commissioner  of  Education,  testifying  befdre  the  Commission  in 
Washington,  D.C.  January  31,  1980,  on  behalf  of  the  Secretary,  gave  a 
statement  asserting:  ^ 

* 

(1)  that;  since*  Federal  installations  are  actively  sought  by  ccmmuni- 
ties,  fully  knowing  that  Federal  property *is  tax  exempt  and  that  new 
worker?  and  their  families  may  require  additional  services,  the 
assumption  must  be  made  that  most  communities  consider ♦ Federal  activi- 
ties a  net  economic  plus; 

(2)  that,  since  part  of  the  problem  is  that,  the  financing  of  local 
educational  agencies  has  been  tied  to  reliance  upon  property  taxes 
and,  therefore',  local  educational  agencies  generally  cannot  tax  the 
wealth  brought  in  by  Federal  expend ititfesh  this  can  be  viewed  as  an 
ineffectiveness  of  the  State  ^and  local  ediicational  financing  systems 
and  not  necessarily  a  responsibility  of  the  Federal  Government; 

(3)  that,  since  the  Federal  •impact"  entitlements  far  overstate  local 
need,  the  Education  Department  is  proposing,  as  part  of  its  FY  1981 
budget  procedures,  •modest*  reductions  in  "A*  payments  and  "drastic* 
reductions  in  *B*  payments;  — 

(4)  that  there  is  little  justification  for  "B*  payments  in  that  most 
*B*  children  live  in  private  residences  subject  to  regular  property 
taxes  and  that,  in  the  case  of  children  In  public  housing,  the  Federal 
Government  initially  provided  capital  funds  to  help  ^eradicate  slum 
housing  which,  while  producing  little  in  property-  taxes,  provides 
in«-lieu  of  tax  payments  to  local  governments;  and 

(5)  that,  under  the  Education  Department,  proposal,  based  upon  fiscal 
year  1980  payment  schedules,  a  local  educational1  agency  would,  in 
£rder  to  be  eligible  for  any  *A*  payment,  have  to* have  had  a  fiscal 

.1980  *A*  payment  equal  .to  at  least  2.5  pefcent  of  its  total  current 
operating  expenses;  and,  in  order  to  be  eligible  for  *B*  payments,  a 
local  educational  agency  would  have  to  have  had  a  fiscal  1980  payment 
equal  to  afc-^eastijfive  percent  of  its  current  expenditures;  and,  in 
addition,  no  local  educational  agency  could  receive  a  fiscal  1981 
payment  iti  excess  of  its  fiscal  1980  payment. 

Under  the  fifth  point  above,  the  Education  Department  testified  that  81 
percent  of  school  districts  within  local  educational  agencies  which 
would  lose  their  entitlement  on  the  basis  of  *B*  children  under  the 
Administration's  proposal  would  suffer  a  loss  which  is  less  than  one 
Percent  of  their  total  expenditures.     No  local  educational  a9ency 
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would  lose  more  than  five  percent  of  its  expenditures.  Also,  94  percent 
of  districts  within  local  educational  agencies  cut  out  by  the  proposal 
would  suffer  a  loss  of  less  than  two  percent  of  their  expenditures. 
Only  one  percent  of  those  local  educational  agencies  losing  their  Impact 
Aid  funds  would  absorb  the  full  five  percent* 

Subsequent  revisions' to  the  Education  Department's  budget  request 
submitted  in  March  1980  would 'make  the*  total  amount  available  under 
section  ~3(a)'ypnd  section  3(b)  70  percent  of  the  1980  level,  in  effect 
reducing  payments  by  about  30  percent.  In  the  original  budget  announced 
in  January  1980,  an  amount  equivalent  to  the  1980  level  would  have  be*en: 
available  for  payments  to  these  local  educational  agencies.  In  all 
other  areas,  the  revised  1981  budget  for  Impact  Aid  is  identical  to  the 
budget  announced  in  January. 

Witnesses  representing  the  Education  Department  appeared,  at  the  request 
of  the  Commission,  a  second  time  at  the  Commission's  final  hearing  in 
Washington,  D.C.  on  May  28,  1980.  In  preparation  for  that  hearing,  the 
Education  Department  was  requested  to  elaborate  on  its  position  support- 
ing a  reduction  in  Impact  Aid  as  presented.by  Commissioner  Smith  in  his 
January  31,  1980,  testimony. 

The  CcBunission  requested  a'  discussion  of  the  Education  Department's 
policy  toward  Impact  Aid  withdffS*  regard  for  budgetary  considerations. 
Specifically,  the  Commission  was  interested  in  the  Department's  position 
with  regard  to  each  of  the  following  issues,  which  the  Commission  agreed 
would  be  areas  on  which  it  would  make  recommendations  in  its  Report 
to  be  submitted  to  the  President  and  the  Congress  September  1,  1981. 
Those  issues  are:  l 

(1)  The  kinds,  6f  ownership  and'  use  of  land  by  the  Federal  Government 
which  warrant  consideration  in  an  Impact  Aid  Program,  including/  but 
not  limited  to,  Indian  lands,  low-rent  public  housing,  post  offices, 
and  leasehold  interests; 

(2)  The  crffteria,  if  any,  which  school  districts  should  satisfy  to  be 
eligible  for  Impact  Aid;  a 

(3)  Whether  in-lieu  of  taxes  payments  from  other  agencies  should  be 
taken  into  consideration  in  determining  the  amount  of  Impact  Aid 
payments; 

(4)  Compensation  for  the  increased  costs  caused  by  sudden  and  substan- 
tial enrollments  resulting  from  Federal  activities; 

(5)  whether^  the  present  provisions  for  including  children  of  Cuban 
refugees  sijould  be  expanded  to  include  Indochinese  refugees  and 
children  of /undocumented  aliens? 

.(6)  Whether  local  educational  agencies  should  be  compensated  for  the 
costs    they    incur    in   complying   with   Federal   laws   and  regulations; 
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(7)  The  method  of  calculating  the  amounts  to  which  local  educational 
agencies  are  entitled; 

(8)  The  obligation  of  the  Federal  Government  with  respect  to  the 
education  of  federally-connected  children; 

(S)  State  treatment  of  Impact  Aid  payments  in  their  programs  of 
payments  to  local  educational  agencies f  including  equalization  plans; 

(10)  The  treatment  of  federally-operated  schools  for  military  depend- 
ents; and 

(11)  Priorities  in  allocating  funds  when  appropriations  are  insuffi- 
cient to  satisfy  all  entitlements* 

That  request  also  noted  that  (the  Education  Department's  position  on  each 
of  these  issues  was  essential  to  a  fair  and  thorough  consideration  of 
the  Impact  Aid  Program. 

The* evidence  submitted  in  response  to  that  request  at  the  hearing  can  b^ 
summarized  as  follows*  / 


The  Department  began  by  Stating  that  it  is  not  possible  to  explair/ 
departmental  polipy  on  Impact  Aid  without  regard  to  budgetary  considA 
erations,  as  requested  by  the  Cocamission,  stating  that  many  of  the 
issues  raised  by  that  request  have  direct  budgetary  implication!/ 
especially  during  a  period  when  the  Administration  and  the  Congress  ate 
committed  to  eliminating  the  deficit  in  the  Federal  budget,  T 

*  / 
The^Department  testified  that  arguments  presented  during  previous 
testimony  represent  \he  central  reason  for  reductions  proposed  by  /the 
Education  Department.    Three  points  were  made:  /  - 

t  ,  f 

(1)  Payments  are  made  to  local  educational  agencies  which  appeal:  to 
suffer  little  or  no  harden  and  may  even  benefit  from  Federal  activi- 
ties. Impact  Aid  payments  to  these  local  educational  Sgencies-£with 
low  percentages  of  Federal  children— are  small  when  compared/  with 
other  revenues.  In  districts  where  Impact  Aid  ^students  constituted 
fewer  than  ten  percent  of  all  students,  Impact  Aid  payments  avferaged 
less  than  one  percent  of  the  amount  of  revenue  received  f roa  Stvte  and 
local  sources.  Local  educational  agencies  with  lightly  impacted 
districts  are  much, less  dependent  on  Impact  Aid  funds  than  heavily 
impacted  ones  and  could  adjust  to  the  elimination  or  reduction 
,  of  these  payments  without  suffering  any  undue-hardships.  TheJe  local 
educational  agehcies  with  lightly  impacted  districts  tend  to  be  at  or 
f  above  State  average  property  wealth  suggesting  that  theJtf  local 
educational  agencies  receiving  Impact  Aid  have  not  been  significantly 
burdened  by  Federal  activities.  -  / 
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(2)  .Payments  are  made  under  Impact  Aid  to  children  who  are  not  associ- 
ated with  a  substantial  burden  that  is  federally- imposed  .upon  a 
local  educational  agency.  Seme  "B"  payments  are  made  despite  the  fact 
that  they  ar*e  for  children  whose  parents  live  on  property  which  is 
subject  to  regular  property  taxes  and  whose  income  is  subject  to  State 
and  local  taxation.  Other  payments  are  made  for  public  housing 
children  despite  the  fact  that  public  housing  is  locally  rather  than 
federally-owned  and  the  Federal  Government  provides  substantial  aid  to 
the  communities  in  the  form  of  housing  subsidies/  debt  service  guaran- 
tees, and  in-lieu  of  taxes  payments. 

(3)  Methods  used  to  calculate  entitlement  based  on  local  contribution 
rates  have  been  criticized  as  imprecise,  resulting  in  considerable 
windfall  payments  because  they  (rely  $n  criteria  that  may  fail  to 
reflect  the  impact  of  Federal  activities.  The  comparable  district 
method  provides  a  poor  approximation  of  what  local  education  costs 
would  have  been  in  the  absence  of  Federal  impact.  In  effect,  local 
educational  agencies  are*  able  to  maximize  their  Impact  Aid  payments  by 
selecting  the  most  favorable  districts  for  comparison. 

The  Education  Department  continues  to  conclude  that,  based  on  available 
information  and  in  the  absence  of  any  data  to  the  contrary,  entitlements 
under  the  existing  law  far  overstate  the  actual  burden  imposed  by  the 
Federal  Government.  Compensation  for  Federal  burSen  is  the  central 
reason  for  the  existence  of  the  Impact  Aid  Program,  the  Education 
Department  asserts;  Impact  Aid  is  not  a  general  program  of  aid  ta 
education* 

In  response  to  questioning  on  the  number  of  children  of  military  person- 
nel that  would  be  eliminated -f rem  the  Impact  Aid  program,  the  Department 
stated  that  in  eliminating  payments  for  two-thirds  of  the  "B*  children, 
234,000  of  the  341,000  military  'B's"  would  be  eliminated.  - 

Responding  to  the  observation  that  a  local  educational  agency  might 
refuse  to  educate  federally-connected  children  if  3(a)  payments  are 
reduced  sufficiently,  the  Department  stated  clearly  for  the  record  that 
it  does  not  want  to  move  in  the  direction  of"  more  section  6  schools. 

The  Department  also  stated  that  the  Impact  Aid  Program  does  not  carry  as 
high  a  priority  as  some  other  education  programs  as  regards  the  overall 
education  budget.  The  major  priority  is  equalizing  educational  oppor- 
tunity for  disadvantaged  studenjS,  which  places  a  greater  emphasis 
on  funding  categorical  programs. 
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<  ♦ 

SPECIAL  BURDENS  LOCAL  EDUCATIONAL  AGENCIES  SEAR 
BECAUSE  OP  A  FEDERAL  PRESENCE  IN  THEIR  COMMUNITY 

This  appendix  is  a  suhuaary  of  hearing  testimony  regarding  special 
burdens  local  educational  agencies  bear  because  of  the  Federal  presence 
in  a  community.  These  situations  are  addressed:  the  effect  of  .a  highly 
mobile  military  population,  the  special  problems  of  sparsely  populated 
school  districts,  and  the  effect  of  energy  development  in  western 
States,  which  is  taking  place  in  many  cases  on  federallys-cwned  land, 
i 

The  Military  and  Mobility 

the  Federal  Government,  as  an  employer,  transfers  personnel  from  one 
installation  to  another  to  accomplish  Federal  policy.  This  is  especial- 
ly true  of  the  defense  establishment.  Because  of  this  mobility,  the 
military  presence  in  a.comm.unity  causes  impacts  over  and  above  the  basic 
cost  of  educating  military  dependents.  Serving  a  fluctuating,  mobile 
population  affects  the  resources  of  a  local  educational  agency.  Also, 
mobile  students  have  speci-al  educational  and  psychological  needs. 

Constant  turnover  in  a  local  educational  agency's  enrollment  creates 
.both  financial  and,  administrative  problems.  A  school  with  an  enrollments 
of  1,150  students— 1 ,000  of  them  being  military  dependents— can  haft*! 
20  to  30  percent  .turnover  in  tjne  year.  -  Local  educational  agencies  must 
replace  textbooks,  workbooks,  and  other  materials— in  some  cases "up  to 
15  percent  of  their  supplies'  yearly.  Of  the  nearly  90  local  educational 
agencies  testifying  that  fluctuating  enrollment  due  to  a  military 
presence  was  creating  administrative,  clerical,  and  personnel  problems, 
over  60  percent  or  two-thirds  of  them  further  testified  that  those 
students  connected  with  the  military  needed  diagnostic  testing,  remedial 
teaching,  counseling,  or  special  education.  Providing  an  integrated, 
sequentially  developed  curriculum  and  testing  program  for  students 
entering  or  leaving  during  a  school  year  costs  a  local  educational 
agency  time  and  money:  because  additional  paperwork,  bookkeeping,  spe- 
cialized teachers  and  instructional  aides,  and  materials  are "required  to 
serve  those  students.  In  addition,  local'  educational  agencies  find  long 
range  planning  difficult  when  many  students  enter  and  leave  during  a 
sabool  year. 

The  frequency,  suddenness,  and  unpredictability  of  military  reassign- 
ments  can  ^cause  serious  social  and  psychological  stress  on 'military 
dependents •>  This  stress  contributes  to  the  instability  of  the  family 
and  a  lack -of  commitment  to^become  involved  in  the  community.  Also, 
family  patterns  are  often  nonstandard.  For  example,  many-students  live 
in  single-parent  households  because  the  second  parent  is  on  extended 
duty  on  ship.  These  students  frequently .  have  lengthy  absences  from 
school  while  the  family  moves  from  one  base  to  another  or  from  one 
Government^ oject  to  another.  """"  ' 
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Poverty  is  not  .uncommon  to  military  families.,  *  Lower  military  ranks 
frequently  live  in  public  housing  and  use  food  stamps  at'  commissaries. 
In  addition  to  the  needs  of  siilitary  dependents,  these  children  bring  to 
school  the  special  needs  of  the  disadvantaged  student. 

A  significant  number  of  military  parents  are  married  to  non-English- 
speaking  spouses,  wfrich  can  cteate  learning  problems  for  the  children. 
These  children  lack  a  sufficient  command  of  English  and  experience 
difficulty  in  classrooms  because  English  is  not  spoken  at  home.  It  is 
sometimes  necessary  for  a  local  educational  agency  impacted  by  a  mili- 
tary installation  to  establish  special  language  programs  to  meet  the 
needs  of  foreign  born ^.jlilitary  dependents  and  military  dependents  of 
foreign  nationals.  -  ' 

Many  military  children,  travel  through  two  or  more  school  systems  annual- 
ly. This  interrupts  a_ child's  sequentially  ...developed  learning^experi- 
ences.  Each  time  a  child  changes  schools,  the  child  is  exposed  to 
different  texts  and  different  techniques.  Education  programs  which  are 
not  consistent  from  area  to  area  can  cause  children  to  arrive  far  behind 
or  ahead  of  new  classmates,  generating  a  traumatic  dislike  for  school 
which  impedes  adjustment.  Special  help  is  usually  required  in  reading 
since  a  move  often  involves  a  change  in  reading  series.  A  child  may  be 
frustrated  when  introduced  to  a  new  reading  series,  needing  special  help 
for  vocabulary  and  reading  skills.  Classroom  teachers  do  not  have  the 
extra  time  to  meet  these  individual  needs,  though  instructional  aides 
may  help  a  child  to  catch  up  and  progress  normally  within  a  grading 
period. 

More  testing  for  grade  placement,  achievement,  and  special  education  is 
required  for  highly  mobile  students  because  mobility  increases  the  need 
for  remedial  assistap^e,  ~fcstra  counseling., .  and  psychological  services. 
In  addition/  testing  sometimes  must  be  duplicated  bedause  by  the  t^me  a 
student  is  identified  as  needing  special  services  and  a  local  education- 
al agency  begins  the  documentation  and  diagnosis,  the  student  may  be 
transferred. 

The  military  permits  "compassionate  assignment"  of  civilian  employees 
and  military  personnel  with  handicapped  children  to  areas  with  outstand- 
ing educational  programs  for  children  with  special  needs.  Because 
servicemen  rejuest  assignxftent  to  an  area  with  a  well-known  program  for 
the  handicapped,  local  educational  agencies  with  ihose  programs  can  be 
overburdened.  While  some  revenues  for  education  are  received  from 
property  taxes  paid  by  these  parents,  the  cost  of  special  programs  far 
exceeds  any  State  aid,  Impact  Aid,  and  public  Law  94-142  funds  available 
for  those  purposes.  (Por  example,  in  Fairfax  County,  Virginia,  educa- 
tion for  an  emotionally  disturbed  child  costs  $11,387  annually;*  the 
Impact  Aid  for  such  a  handicapped  military  dependent  is  $668 .)  In 
addition,  the  effectiveness  of  special  programs  is  diluted  when  compas** 
sionate  assignment  increases  enrollment  so  that  teachers  end  up  handling 
more  students  than  they  should  to  achieve  maximum  results* 
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Sparsely  Populated  School  Districts  •  *  ~ 

Western  States — especially  those  with  Indian  lands—have  special  trans- 
portation problems  because  of  the  sparsity  of  the  population  and  con- 
comitant problems  such  as  poor  roads  and  inadequate  housing.* 

A  typical  sparsely-populated  school  district  is  Todd  County  School  Dis- 
trict in  Mission,  South  Dakota,  which  covers  1,400  Square,  miles -and  has 
an  average  daily  membership  of  only  1.2  students  per  square  mile.  Todd 
County  transports  65  percent  of  its  students;  the  buses  travel  1,700 
miles  per  day.  These  transportation  needs  are  very  Wsfly  to  school 
districts.  In  Arizona,  for  example,  the  average  local  educational 
agency  transportation  budget  is  five  to  seven  percent;  on  Indian  lands, 
which  are  characteristically  sparsely  populated,  it  can  be  as  high  as  17 
to  20  percent. 

*  '  *  * 

Federal  laws  such  as  Public  Law  94-142  further  add  costs  to  budgets 
that  already  have  an  inflated  transportation  allotment.  If  the  facili- 
ties  in  a  local  educational  agency  are  inadequate  to  provide  special 
services  to  students  in  need  of  them— and  some  of  these  agencies  can 
barely  afford  basic  education— th^n 'the  child  with  special -needs  must  be 
transported  as  far  as  100  miles,  one  way,  to  facilities  that  can  meet 
those  needs. 

In  addition,  while  Arizona  only  recognizes  and  supports  a  half-day 
kindergarten  program,  local  educational  agencies  with  sparsley  populated 
school  districts  cannot  afford  to  run  half-day  programs ^because  of  high 
transportation  costs.  Thus  some  local  educational  agencies  run  kinder- 
garten all  day,  increasing  the  cost,  but  collecting  no  aid  from  the 
State  to  defray  such  cost. 

In  sparsely-populated  school  districts;  roads  are  usually  in  poor 
condition;  many  consist  of  gravel  and  dirt.  Gravel  and  dirt  roads 
shorten  the  life  of  school  buses  and,  in  some  cases,  require  the  use  of 
four-wheel  drive  vehicles.    All  this  adds  to  the  cost  of  transportation. 

Local  educational^ agencies  with  sparsely-populated  school  dijfCrTcts  alsd. 
have  a  high  staff  turnover  because  salaries  are  often  low.  Also,  it  is 
often  necessary  for  an  agency  with  sparsely-populated  school  districts 
to  pay  for  hous#ing  for  its  employees,  without  which  it  would  be  diffi- 
cult to  attract  or  retain  staff  at  all.  ^m 

* 

Energy  Development 

The  Federal  Government  owns  vast  areas  of  land  in  the  western  States, 
portions  of  which  are  being  used  increasingly  to  meet  the  energy  needs 
of  the  Hation*  Usually  those  areas  have  a  small  school  system  with  a 
.tax  base  capable  of  supporting  only  that  small  system.  These  smalL 
school  systems,  such  as  the  Meeker  School  District  Re-1  in  Colorado,  are 
unabW^a  fleet  the  needs  o£#the  increased  population  which  accompanies* 
the  energy  development  industry*,  ,Not  only  do  such  installations  and 
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industries  engender  an  explosive  growth  in  population,  but  that  popyla-  - 
tion  is  an  unst*ble  one*  The  construction  phase  may  bring  in  votkers  of 
one,  kind,  whose  children  have  special  educational  needs*  Later,  when 
the  installation  is.  operative,  the  children  of  engineers  and  other 
professionals  have  different  needs*  In  addition  to,  a  concern  for^ 
maintaining  basic-educational  levels,  the  local  educational  agency  must 
make   special   provision   for   a   mobile   and   varied   Student  population*  ^ 

Other   problems   accompany   the^^ne^gy   development    industry*      A  local 
educational  agency  must  maintain-  high  educational  standards  to  satisfy 
the  needs  of  professionals — such  as  nuclear  physicists  and  engineers — 
associated  ^with  the  energy  industry*     The  m  Richland  School  District  in 
Washington,^  site*  of  tfce  Hanford  Nuclear  Reservation,  responds  to  this 
need  by  offering  many  courses  not  usually  found  *in-<a  smalj.  local  educa- 
tional agency*     The  Department  of  Education  has  expressed  concern  that  * 
expansions    in    enrollment   may   Endanger    the   accreditation  of  various 
schools  by  making   the   teacher/pupil  ratio  too  high*      This  situation 
exists  in  Idaho  Palls,   Idaho,  the  site  of  51   nuclear  reactors.  The 
industry   personnel    there   give   priority   to  high   quality  educational 
services  for  their  children*    The  district*is  hard-pressed  to  meet  these  • 
demands  because  its  tax  base  is  limited  by  extensive  federally-owned,  . 
tax-exempt  land* 

J  ~  *=  *  *  *  "  ; 

In  the  Meeker  School  District  Re-1,  where  31  percent  of  school  enroll- 
ment is  federally-connected  sbut  Impact  Aid  funds  account  for.  only  five 
percent  of  the  school  budget,  teaching  salaries  cannot  compete^  with 
%  salaries  offered  by  the  burgeoning  energy  industries _ nearby.  *  There  is 
marked  staff  turnover  there  because,  of  th$  draw  »of  higher  industry 
salaries*  In  Tullahoma,  Tennessee,  higher  salaries  at  the  Atomic  Energy 
Development  Commission  have  resulted  in  the  relocation  of  local  busines- 
ses, which  diminishes  the  local  educational  agency's  industrial  tax  base. 

Conclusion 

The  situations  described  in  this  appendix  show  that  local  educational 
agencies  bear  many  financial  burdens  for  which  Impact  Aid  does  not 
compensate  directly.  The  details  presented  are  examples  of  the* subtle 
ways  in  vdiich  costs  arise  when  a  local  educational  agency  is  affected  by 
a  Federal  presence  in  the  community. 
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<    TESTIMONY  BEFORE -THE  COMMISSION  REGARDING 

PEDERAIi  -  lin^LVEMEOTlsIN  PUBLIC I  "HOUSING   #  ^ 

The  Director  of  the  Division  of  Policy  DeVelqpment,  Housing  'and  Urban 
"Development    (HDD),.  Feather  O'Connor fe  and   the  Director  of  the  Fiscal 

*  Management  Division,  HUD,  Kenneth  Moul,  testified  before'the  Commission 
t    May  29*   1980,   in       Washington,  D.C.     In  response'  to  questions,  they 

pro^ided^  the  following  information  regarding  the  extent^and  degree  of 
Federal* involvement  in  local  public  housing* 

In  its  subsidy  of  public  housing  under  the  Housing  Act  of  1937,  HUD 
assists  approximately  3,000  local"  public  housing  authorities.  *  It  is 
estimated  that  about  150  of  those  \uthori ties  have  in  their  care  70 
percent  of  the  low-rent  public  housing  Qnits  in^the  country.  * 

In  197?,  there  were  10,700  subsidized  projects  in  management.  It  was 
anticipated  that  in  1980,  40,000  projects  would  be  started;,  in  1981, 
about  55,000  units.  * 

*  The  total  subsidy  cost  of  low-rent  public  housing  projects  is" $1 ,650%p& 
unit  per  year.  The  operating  subsidy  portion  fl  about  $725  per  unit%per 
■year . 

7  ,  ■         ■     ■       ••  .  -Ov.  ' 

y"0'#Connor  estimated  that  the  foregone  taxes  .on  these  federallyrassisted 
projects  are  between  $250  and  $400  per  unit  per  year.  Nationally,  the 
•  tax  foregone  *  by  local  governments  because  rOf  the^  tax-exempt  status  of 
these  projects,  netted  out*against  payments  in-lieu  o£  taxes  (PILOT) ,  is 
arouj^$438  million  a,  year.  Although  there  are. a  number  of  local 
governments  which,  for  a  variety  of  reasons,  receive  no  $ILOTs,  the 
payments^  per  month  around  the  country  are  somewhere  in  the,  range  of 
$2.00  <to  $3.00  per  month  per  unit.  4  O'Connor  pointed  out  that  it  is 

£  because  loca*  governments  must  forego  taxes  that  some  local  governments 
are  reluctant  to  -build  public  housing.      *  . *    %  - . •  . 

Ther^  hal^fceen'a  history  -of  interchange  between  the  Department  of 
Healthy  Education,,  and-JWelfi>Rre  (HEW>  and  HUD 'regarding  *the  pciblic 
hqusing  component  of  Impact  Aid.  .JSirice  1974,  when  the  public  housing 
component  was  added  t6  the  I&p^ct  Aid  formula t  HUD  has  t^lcen,  the  posi- 
tion that  the  component  is  an  •important  element"  of  the  program*  it 
prb*id<yj  what  HUD  .considers-  "an  ^important  urban  cast"  to  Impact  Aid 
assistance.  It  alsa%a&sists  JLocaj.  governments  in  providing  "essential 
s^vices"  which,  without  in-lxeu  of  tax  payments.,  they  might  not  be  able 

I  to  provide  otherwise;,  On  two*  occasions,  in  1978  and  1979,  then-Secre- 
tary of  Hra.  Patricia  Harris,'  corresponded  with  Joseph  Calif ano,  then* 
secretary /o^|he^ Department  ^ of  Health,  Education,  and  Welfase  {HEW), 
expr,ess£jfg  9UDls  strong  opposition  to  removing  the  public  housing 
.  component  fr#|  the  Impact  Aid  fi/rmula.  Harris  mJL£  she  felt  that  it 
would  dest/o£  an  incentive  f<rt  l'ocal  governments  "ttf  accept  public 

'  housing  and  its  loss  would  have  a  significant  effect  on  those  local 
governments.*  .  ,  *  *  %*"*""*  "* 

-  ;       *  •       \*  : 
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Low-rent,  public,  housing  is  more  popular  in^some  -areas  of  the  country 
than  in  others;  non-ufaiform  distribution  of  public  housing  means  that 
people  needing  it-  must  move  to  an  area  where  it  is  available*  it  has 
been  noted  that  there  is  some  interstate  and  intercounty  migration  of 
#  families  in  order  £o  obtain  low-cost  housing/  However/  HUD  asserts  this 
migration  is  as  likely  caused  by  availability  of  employment  as  by 
low-cost  housing. 

Before  a  local  housing  authority  can  receive  Federal  assistance,  the 
Federal  Government  requires  it*  to  enter  into  a  cooperation  agreement 
with  every  agency  having  taxing  jurisdiction  in  the  area.  .That  agree- 
ment exempts  public  housing  from  taxation  and  providea^for  payments 
in-lieu  'of.  tax«s  (PILOTs)  .  That  payment  is  "computed  on^fhe  basis  of 
ten  percent  of  the  shelter  rents  on  the  project.  If  the  school  district 
J.s  dependent,  the  .  housing  .authority  would_  enter  into  a  cooperation 
agreement  with  the  local  governing  body,  which  would  receive  the  2ILO? 
and -would  be  resppnsible  for  distributing  the  funds*  fn  the  case  of  an 
independent  school  district,  the  housing  authority*  should  enter  into  a 
cooperation  agreement  with  the  local  educational  agency  having  jurisdic- 
tion over  that  school  district  in  addition  to  the  local  govexning.body.^ 
That  agreement  would  provide  ^f or  the  .distribution  of  the  PILOT  to  "the 
school  district  bafbd  on  an  arrangement  between  the. school  district  and 
the  local  governing  body.  Generally,  PILOTs  are'made^to  every  taxing 
jurisdiction  to  provide  serviqes  .that  wo\il£  otherwise  be  paid  for 
throughrftaxes.  ,  " 

For  various  reasons.,  some  local  governments  have'  waived  receipt  of 
PILOTs.  In  1973,  about  121Lpercent  of  the  housing  authorities  did  not 
pay  PILOTs*  HUD  does  not  know  whether  this  was  because  of  cooperation 
agreement  waivers  or  because  housing  authorities  did  not  have  the  money 
to  pay.  *        .  i 

The  Federal  Government  maintain^  a  ^£rong  .influence  in  the  policy 
decisions  and  day-to-day  operatjfons  of  the  local  "Housing  authorities,. 
Over  the  years  i<ts  role  in  decisions  regarding,  placement  of  £jblic 
housing  units  h&s  grown.  O'Connor  testified  that  *the  Federal  Govern- 
ment ,has  a  stronger  role... in  a  decision  to  place  a  public  housing  unit 
than.. .might  have  {been]  characterized  in  the  past.*  Further,  the 
annual  contributions  contract  between  HUD  and  the  local  housing  authori- 
ty contains  a  "fair*  number  ©f  requirements  which  constitutes  40  pages. 
Also,  HUD  governs^  "by  .regulation  tenant  assignment  policies,  tenant 
selection  policies,  .rent  ranges,  and  tenant  eviction  policies^  and 
decides  whether  or  not  funds  will  be  allocated  fox  modernization  and 
rehabilitation.  While  day- to-day  management  and  many  specif  ic' policies 
are  handled  by  loc61  housing  authorities*  "they  share  with  [HUD]  the 
responsibility  for  the  quality • of , the  living  environment*  of  the  public 
hgjising  projects.  .„ 

In  iShoft,   while  federally-assisted  public  housing,   "theoretically,   at-  r 
least,    [is]    riot   owned,  by  'the 'Federal  Government  and  is  nbt  Federal 
property,. ..the  Federal  Government  does,  maintain  a  great  deal  of  policy  . 
decision   ma'king    in    the   day-to-day. .  dpefations   of    [public  housing].*. 


'*    *  * 
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TEXT  OP 'MAY  6,  1980  LETTER  PROM  THE  COMMISSION  TO  SECRETARY 
OP  EDUCATION  HUFSTEDLER  REQUESTING  JFURTHER  TESTIMONY 

*        *        *  # 

The  Commission  on  the  Review  of  the  Federal  Impact  Aid  Program,  created 
by  Section  1015  of  the  Education  Amendments  of  1978  to  review  and 
evaluate  Public  Law  874,  81st  Congress,  has  been  studying  the  program 
for  nearly  six  months  now.  We  held  our  first  hearing  January  31 ,  1980f 
in  Washington,  D.C;  Comm*i3&oner  of  Education  William  Smith  gave 
testimony  at  that  hearing  describing  the  Administration^  proposal  for 
reducing  the  Impact  Aid  Program  in  fiscal  -1981  .  We  have  held  hearings 
in  seven  other  locations  around  the  country  at  which  hundreds  of  school 
districts  have  responded  to  the  Administration's  proposal,  we  will  be 
holding  our  final  hearing  in  Washingtonf  D.C • ,  May  28,  1980.  The 
Commission  wishes  to  invite  you  to  testify  at  That  hearing  to  elaborate 
further  the  Administration's  position  regarding  Impact  Aid. 

The  Commission  is  particularly  interested  in  the  following: 

(A)  Evidence  in  addition  to  that  presented  by  Commissioner  Smith  in 
his  January  31  testimony  to  support  a  reduction  in  Impact  Aid.  That 
testimony  asserted  that  (ai  since  communities  seek  Federal  installa- 

.  tionJj^*L.can  be  assumed__that.  _th£r_e___  is  .  _a  J^et  ^economic^  benefit— ta 
communities  with  Federal  installations;  (b)  .  If  revenues1  from,  net 
economic  benefits  conferred  by  a  Federal  installation  are  not  availa- 
ble to  school  district,  this  is  the  result  of  reliance  upon  property 
taxes  for  support  of  ykducaticflt  and  reflects  the  ineffectiveness  of 
St^ate  and  local  edupational  financing  systems  rather  than  Federal 
responsibility;  and  (c)  Impact  Aid  payments  should  not  be  made  to 
school  districts  on  the  basis  of  children  residing  on  private  property 
since  their  residences  are  sulyect  to  property  tax; 

(B)  ^A^discussion  of  the  Administration's  policy  toward  Impact  Aid 
without  regard  for  budgetary  considerations^  Specifically  the 
Commission  is  interested  in  the  Administration fs  position  with  (regard 
to  each  of  the  following* issues  which  it  has  been  agreed  will  bA areas 
in  which  the  Commission,  will  make  recommendations  in  its  Final  Report 
to  be  submitted  to  the  President  and  ,the  Congress  December  1 ,  \ 1 980 . 

VThcse  issues  are:    "  ^ 

0 

(1)  The  kinds  of  ownership  and  use  of  land  by  the  Federal  Government 
which, 'warrant  consideration  in  an  Impact  Aid  program ,  including, 
but  hot  limited  tof  Indian  lands,  low-rent*8  public  housing,  post 
offices,  and  leasehold  interests; 

f2)  The  criteria,  if  any,  which  school  districts  should  satisfy  to 
be  eligible  for  Impact  Aid? 
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(3)  Whether  in-lieu  of  taxes  payments  from  other  agencies  should  be 
taken  into  consideration  in  determining  the  amount  of  Impact  Aid 
payments; 

(4)  Compensation  for  the  increased  costs  caused^  by  sudden  and  sub- 
stantial enrollments  j^esulting  from  Federal  activities;  . 

(5)  Whether  the  present  provisions  for  including  children  of  Cuban 
refugees   should  -be   expanded   to   include    Xndochinese    refugees  and" 
children  of  undocumented  aliens? 

(6)  Whether  local  educational  agencies  should  be  compensated  fpr  the 
costs  they  incur   in  complying  with  Federal  laws  and  regulations; 

(7)  The  method  of  calculating  the  amounts  to  which  local  educational 
agencies  are  entitled; 

(8)  The  obligation  of  the  Federal  Government  with  respect  to  the 
education1  of  federally-connected  children;  * 

(9)  State  treatment  of  Impact  Aid  payments  .in  their  programs  of 
payments  to  local  educational  agencies ,  including  equalization 
plans ; 

{10}   The  treatment  of  federally-operated  schools  for  military 
.  dependents; 

{11)  t  Priorities  in  allocating  funds  when  appropriations  are  insuf- 
ficient to  satisfy  all  entitlements* 
v 

The  Administration's  position  on  each  of  these  issues  is  essential  to  a 
fair  and  thorough  consideration  of  the  Impact  Aid  Program  by  the  Ccm-p 
mission*     We  hope  to  be  able  to  learn  of  those  views  through  your 
testf!Qony**** 


<  > 
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THE  HISTORY  0?  FEDERAL  INVOLVEMENT  IN  PUBLIC  HOUSING 

In  the  early  1930* s,  the  United  States  Public  Works  Administration, 
iieaded  by  Harolds  Ickes,  formed  a  new  department  known  as  the  Public 
•  Works-  E^rgency  Housing  Corporation,,  This  Department  funded  low-rent 
public  housing  projects,  in  Ickes1  phrase,  upon  the  "submis^lT  of  a 
satisfactory  low-cost  housing  projects  [plan]  which  meats  *ith  our 
approval.*-/  Originally,  the  program's  objectives  were  to  alleviate 
unemployment,  clear  slums,  and  provide  adequate  shelter  as  .a  "way 
station*  for  low-income  families  who,  once  able,  wouraf  move  on  to 
unassisted  housing.  % 

In  1934,  the  New  York  Housing  Authority  submitted  a  low-rent  public 
housing  project  proposal  which  was  subsequently  approved  by  the  new 
Department  with  a  promise  of  $25  million  to  fund  the  project.  Third 
Street  and  Avenue  A,  known  as  Block  #430  on  the  New  York  City  Housing 
Authority's  City  Map  of  the^ime,  thereafter  became  the  "site  for  First 
Houses,  the  nation ^  'first  public  housing  project  built  by  a>municipal 
Housing  Authority."-^ 

*itith  the  passage  of  the  United  States  Hqising  Act  of  1937  a  firm  legal 
foundation  was*  established  for  providing  Federal  assistance  to  low^roat 
public  housing  projects.  The* construction  of  public  housing  in  the 
United  States  soon  became  -  synonymous  with  the  1937  Act.  The  1937  Act 
created  the  United  States  Housing  Authority  (USHA)^  Under-  section  1, 
the   US^A's   broad  mandate   was   to  provide   financial   assistance   to  — 

".the  Bever^l  States  and  their  political  subdivisions  to 
alleviate  present  and  recurring  unemployment  and  to  cetoedy 
Wthe  unsafe  and  insanitary  dwellings  for  families  of  Ijow- 
income,  in  .rural  or  urban  communities,  that  are  injurious 
to  the  health,  safety,  and  morals  of  the  citizens  of  the 
Nation.  t —  9  < 

^  achieve  this  egd,  -the  Act'  gave  the  power  to  USHA  to  provide  funding 
through  loans,  annual  contributions,  or  capital  grants  to  local  housing 
authorities  for  the  construction  of  low-rent  housing  developments  and 
slum  clearance.  Of  the  three  funding  options,  annual  contributions 
proved  to  be  the  most  practicable  -formula.  Under  it,  the  Federal' 
government  and  the  local  housing  authority  entered  into  a  contract  by 
„  whict^  USHA  annually  ^subsidized  local  housing  authorities  for  a  period 
not  t&^exeeed  sixty  years.  The  amount  of  this  subsidy  was  not  to  exceed 
yearly  -interest  and  amortization  charges  and  was  reduced  b*y  the  excess 
of  receipts  over  expenses  J.n  the  operation  of  each  proj'eqt.  Basically, 
the  Federal  Government  boife  the  acquisition  and* development  costs  of  ti*e 


V    Office  of  Public  Information,  New^  York  Citj^Housing  Authority,  New 
VYork  City  Housing  Author ity—A  -Legislative  and  Fiscal  History  1 
(1980)   thereinafter  cited  as  NYCHA/LRFH  History] • 
2/  Id. 
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project  while  thfe  residents  'assumed  the  operating  expenses  through  their 
rent  payments.  In  addition,  local, housing  authorities  were  vested  with 
the  responsibility  of  administration  of  the  low-rent  housing  program, 
including  responsibility  for  the  establishment  of  rent  and  eligibility 
requirements, 

The  1937  Act  also  specified  that  USHA  could  not  contract  with  a  local 
housing  authority  for  development  of  a  low-tent  housing  project  unless 
•such  project, ♦.is  exempt  from  all  real  and  personal  property  taxes 
levied  or  imposed  by  the  State,  city,  county,  or  other  political  subdi- 
vision; and  such  contract. .. require [s]  the  public  housing  agency  to  make 
payments  in  lieu  of  taxes...."  Those  payments  in-lieu  of  taxes  must  be 
•equal  to  10  per  centum  of  the  sum  of  the  annual  shelter  rents  charged* 
in  the  project,  or  a  lesser  amount  prescribed  by  State  law  or  agreed  to 
by  the  local  government  in  its  agreement  for  local  cooperation. 

The  annual  contributions  contract  (or  WACC"  as  it  is  palled  in  housing 
parlance)  remains  tjie  principal  mechanism  used  by  moSt  housing  authori- 
ties  in  the  construction  of  conventional  public  housing  developments. 

E&ring  the  period  juA  prior  to  United  States  involvement  in  World  War 
II,"  all  government  activities  turned  to  defense.  The  Congress  passed  a 
law  enabling  housing  authorities  to  build  projects  in  overcrowded  areas 
which  were  critical  because  the  apartments  could  be  rented  to  defense 
workers^  The~  first  cities  in  the  ^country  to  take  advantage  of~^^hi3~ 
law  were  Montgomery,  Alabama  and  Pensacola,  Florida.  During  the  post- 
Wax  period  there*  was  a  critical  shortage  of  housing  throughout  the 
country.  Afe  the  temporary  defense  housing,  built  in  areas  where  war 
industries  were  located,  became  empty,  the  buildings  were  cut  into 
panels,  shipped  to  emergency  areas*  and  re-erected.  Defense  housing  was 
also  declared,  by  Presidential  Proclamation,  to  $e  low-rent  housing.— 

In  the  decade  following  its  enactment,  the  United  States  Housing  Act  of 
1937  was  amended  man^  times.  It  was  not  until  the,  approval  of  the 
Housing  Act  of  1949,  however,  on  Jul^  15,  1949,  that  the  Federal  Govern- 
ment initiated  a  new  national  housing  policy.  Section  2  of  the  1949  Act 
set  out  a  national  goal,  to  be  realized  as  soon  as  feasible,  of  *a 
•decent  home  and  a* suitable  living  environment  for  every  American^ 
family,  thus  contributing  to  the  development  and  redevelopment  of 
communities  ancLto  the  advancement  of  the  growth,  wealth,  and  security 
of  the  Nation.^  .  ?  1 

3/  Lanham  Act,  Pub,*L,,No*  76-849,  76th  ^ng . ,  3d  Sess.^  54  Stat. 
-    1T25-n28  (1940). 

4/  C.  P*  .Rogers,  History  of  First  Twenty-five  Years  in  Operation  of 
Montgomery  Housing  Authority  1,  6  (1964)  {unpublished  piper  by 
the  Executive  Director  of  #he  HouSr£ag_  Author ity  of  the  Cityoj, 
Montgomery,  Alabama).  y 

5/  NYCHA/LRPH  History,  supra  note  1,  at  2. 
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The, Housing  Act . of  1954  broadened  the  sium  clearance  and  urban  redevel- 
opment program  of  title  I  of  the  1949  Aot.  its  intention  was  made  plain 
by  its  title— "Slum  Clearance  and  Urban  Renewal."  This  amendment  to  the 
1949  Act  authorized  Federal  assistance  to  local  communities  not  only  for 
the  clearance  of  slums  but  also  to  help* them  in  preventing  the  spread  of 
urban  blight  through  the  *rehabilitati6n  and  conservation  of  blighted  and 
deteriorating  areas.  New  contracts'  for  Federal  assistance  to  clear 
slums  could  not  be  entered  into  unless  the  community  as  a  whole  had 
presented  and  app?ove<ka  "workable  pjogram"  for  eliminating  and  prevent- 
ing slums.-2'  \ 

Qghe  responsibility  for  the  administration  of  the  Nationjs  public  housing 
program  has  changed  hands  several  times  since  the  program's  inception.-7 
In  1965,  the  new  Department  of  Housing  and  Urban  Development  was  estab- 
lished, which  elevated  -  housing  and  urban  development  to  the  Cabinet 
level.  The  new  Executive  Department  of  the  Federal  Government  subsumed 
the  Housing  and  Heme, Finance  Agency  and  all  of  its  legal  powers. 

The  Housing  and  Urban  Development  Act  of  1965  autl^Mzefc  increases  in 
%  annual  contributions  enabling  construction  of  hew  uriits,  and  the  pur- 
chase and  rehabilitation  of  existing  housing.  The  1965- Act  added  a  new 
Section  23  to  the  1937  Act  to  authorize  local  housing  authorities  to 
lease  private  accommodations  for  low-income  applicants  (known  as  "Sec- 
tion 23*  housing).  The  Act  a^so  authorized  ACCs  for  leasing  10,000 
-private  units  per  ^ear^  Project  costs r  serving  as  a  SasiT  for  the 
payment  of^ACCs,  would  include  the  cost  of  surveys  and  unit  Inspections 
by  the-  local  authority.  *ACCs  for  leased  housing  could  not  exceed  the 
amount  authorized  for  comparable  new  public  housing  apartments  and  the 
housing  agency  was  not  permitted  to  lease  more  than  ten  percent  of  the 
units  in  any  one  apartment  house.  The  1965  Act. provided  further  for  the 
retention  of  control  by  the  local  authority  over  the  selection,  removal 
and  rent  to  be  charged  to  occupants ^o^Seetion  23  leased  units.  The 
rent  was  to  be  negotiated  by  the  local  housing  authority  and  the  private 
owner.  The  local  housing  authority  could  lease  units  for  a  minimum 
term  of  one  year  (maximum  of  three)  with  the*  cower  to  make  unlimited 
renewals*—  •  fc 

Subsequent  amendments  '{1966,  1968,  1969,  and  1970)  enlarged  'and  broad- 
ened  the  public  housing  program  by  incre'asing*  the  authorizations  for 
^annual  contributions,  and  making  substantive  changes.     The  1970=  amend- 
ments, for  example,  gave  "local  authorities  the  power  to  lease  apartments 

6/    Id.  10.  x 

V  The  Federal -Borks  Agency  had  jurisdiction  of  housing  programs  from 
the  "early  1930«s  to  1937?  the  United  states  Housing  Authority^ 
1937-1942;  the  Federal  Public  Housing  Agency,  1942-1947?  the  Public 
Housing  Administration,  a  department  within  the*  Housing  and  Home 
Finance  Agency,  1947-1965. 

8/    Id.  31-14.  *  / 
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in  new  as  well  .as  existing  dwellings,  The^^SfjM-ng"  idea,* with  its 
obvious  attraction_to  the  private  sector,  was  to  play  a  prominent  role 
in  the  creation  of  the  Housing  arid  Community  Development  Act  of  1974.-^ 


The  Housing  and  Community  Development  Act  of  1974  established  what  is 
presently  referred  to  as  "Section  8*  Rousing.  In  sum,  the  program 
called  for  the  local  housing  authority  to  make  monthly  payments  to  an 
approved  landlord  on  behalf  of  an  eligible  tenant.  These  payments  would 
constitute  the  difference  between  the  rent  that *the  , tenant  could  afford 
to.  pay  for  the  apartmjent  and  the  established  fair  market  rent  for  the 
apartment.  The  goal  of  the  program  is  "economically  mixed*  housing* 
Instead  of  "blockbuster*  developments  constructed  in  neighborhoods  to 
house  low-income  families,  the  program  was  based_on  the  premise  that  the 
private^ sector  of  housing  would  more  naturally  house  low-income  families 
without  the  majqr  social  and  political  disruptions  which ^vexe  perceived 
to  be  endemic  in  the  conventional  public  housing  program* — ■ 

Development  pf  new  public  housing  projects  was  temporarily  suspended  on 
January  5,  ,1973,  when  President  Nixon  declared  a|  moratorium  on  the 
provision  fit  funds  tor  federally-subsidized  housing.*  The  moratorium  was 
lifted  February  7,  1977* 

/ 

Presently,  the  primary  objective  of  the  nation's  public  housing  program 
is  to,  provide  adequate  shelter  in  a  decent  environment  for  families  that 
cannot. Jaf  Cord  such  housing  in  the  pr  ivate_marJ;pt*  _  _  _  ,_ . 

Under  the  United  States  Rousing  Act  of  1937,  as  amended,  the  Department 
Cj/t  Housing  and  Orban  Development  (HDD)  'is  auti^prized  to  provide  finan- 
cial and  technical  assistance  to  public  housing  agencies  (PHAs)   fdz  the 

/development  of  low-income  housing  projects,  (Generally,  a  PHA  is 
created  pursuant  to  a  State's  housing  authority  law  whiqh,  provides  for 
the  establishment  of  PHAs  with  all  necessary  "legal  powers  to  carry  out 
low-income  housing  projects;  the  PHA  will  have,  among  other  things/  an 
Organizational  Transcript  approved  by  HDD  and  the  ability  to  secure  the 
local  cooperation  required  by  the '1937  Act,}  PHAs  finance*  development 
of  th^  projects  through  the  sale  of  notes  or,  sometimes,  long-term 
bonds.  HDD  provides  PHAs  with  technical  assistance  in  planning, 
developing  and  managing  projects  and  financial  assistance  in^he  form  of 
preliminary  loans  for  planning  purpose^  and  anpualv contributions  to  (1) 
cover   debt   service  on   the  notes    (and/or  bonds) ,  \(2)^  assure  the  low- 

^income  character  of  the  projects,  and  (3)  achieve  and  maintain  adequate 
operating  and  maintenance  services  and  reserve  funds. 

Presently,  there  are  three  basic  methods  PHAs  use  to  provide  housing 
projects:  conventional,  turnkey,  and  acquisition  with  or  without  sub- 
stantial rehabilitation* 

*  ?/    Id.  14.  f 
jEo/'Id.  14-15.  *  '  '  * 
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Until  1965,  PHAs  developed  public  housing  almost  exclusively  by  the 
conventional  method.  Under  this  method,  the  PHA  employs  an  architect  to 
prepare  plans  and,  after  HUD  approval,  advertises  for  competitive  bids 
to  build  the  specified  project  on  a  site  owned  by  the  PHA*  The  con- 
struction contract  is  awarded  to  the  lowest- responsible  bidder.  PHAs 
obtain  conduction  financing  initially  from  direct  HUD  loans,  but  as 
developnent  prbgresses,  PHA  notes  are  sold  to  private  investors.  After 
construction  is  completed  and  a  PHA  has  obtained  permanent  financing, 
HUD  makes  annua!  contributions,  to  the  PHA  sufficient  tSmeet  the  princi- 
pal and  the  interest  payments  for  PHA  notes^and* bonds.  This  contribu- 
tion covers  the  entire  capital  cost  of  the  project. 

Under  the  turnkey  method,  developed'  administratively  flr  1965,  a  PEA' 
invites  private  ^developers  to  submit  proposals  to  build  new  housing  for 
purchase  when  completed  (in  other  words,  the  purchaser  (the- PHA)  of  the 
project  buys  it  on!y%  whea  it  is  time  to  -turn  the  key"  and  take  posses- 
sion of  the* property) .  .The  PHA  puh3  lely  advertises- tire  number  and  size 
of  units  needed f  the  general  specifications  (such  as  unit  size  and 
special  features)  and  other  guidelines.  The  PHA  finances  the.  purchase 
of  the  project  by  selling  notes  or  bonds  (or  -both) ,.  abich  are  secured  by 
HDD's  pledge  to  make  annual  contributions  sufficient  to  cover  the  legal 
debt  service.  This6  method  brought  a  wider  range,  ©^participants  into 
the  field  of  subsidized  housing,  especially  private  industry.  It 
permitted^  faster  construction  of  more  .units  because  It  tapped  the 
resQurfi£&_of  the.  .p&ivat-e  homebuildefl  *  ?£e  turnkey  method  was  favored 
over  the  conventional  method  because  it  involved "something  that  critics 
of  public  housing  had  long  since  charged- was  missing— neighborhood 
participation  in  the  selection  of  the  size  and -type  of  housing  project 
to  be  constructed  in  their  communities.        %  - 

As  of  1980,  HUD  has  estimated  there  are  1,134,000  nnits^ot  public 
Tiousing  under  management.  In  recent  years,  the  Federal  subsidy  obliga- 
tion  has  been  increased  by  the  addition  of  operating  subsidies  to  enable 
loca^housing  authorities  to  achieve  and  maintain  adequate  operating  and 
maln^nance  services  for  their  housing  projects.  In  fact,  the  Federal 
operating  subsidies .  have  become  essential  for  keeping  local  housing 
authorities  solvent  while  maintaining  the  low-income  character  of 
assisted  projects*  The  operating  subsidies  have  increased  from  $6.5 
million  iri  1969  to -S729  million  in  1979.  The  average  'operating  subsidy 
per  dwelling  unit  has  increased  from  $8.36  in  1969  to  $645.33  in  1979. 
In  view  of  inflation  and  the  inelasticity  of  tenants'  rents,  HUD  con- 
tends that  it  is  reasonable  to  assume  that  the  level  of  the  operating 

subsidies  is  likely  to  continue  to  increase  gand_  that  this  trend  wi]a£- 
*  <> 

H7  Estimated  figures  provided  by  HUD  sometimes  differ  according  to  the 
office  within  the  department  compiling  the  data.  The  'Commission, 
therefore,  notes  s  the  disparity  between  the  estimated  figure  of 
1,134,000  units  supplied  by  the  Office  of  Policy  Development  and 
Research,  and  the* Estimate  of  1, 192, QfiG  units  provided  by  the 
Housing  Budget  Division  of  HUD  in  Attachment  I,  infra. 
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probably  increase  the  Pederal  financial  obligations  tot  public  housing. 


12/ 


The  following  pie  charts  illustrate  the  estimated  shift  in  Federal- 
local  shares  of  financial  support  for  public  housing  between  1953  and 
3 978,  In  these/  all  indirect  {foregone  Pederal  and  local  taxes,  and 
Federal  administrative*  ovejrhdad) ,  as  well  as  direct  costs,  are  con- 
sidered. '  i 

#**»  4 

LOCAL-FEDERAL % SHARES  OF  PUBLIC  BOUSING  SUBSIDIES ,   1953  and  1978^ 

(Illustrative  Cases) 


195311/ 


1978 


Total  Subsidies;  $248/unit/yeax 
Local :  $ 1 22/unit/year 

Federal:        m  $126/unit/year 


Total  Subsidies:  $3850/unit/year 
Local:,      ^  $  220/unit/year 

Federal;  $3630/unit/year 

/ 


LOCAL-FBDERAL-TENAKt  SHARES  OF  PUBLIC  HOUSING  COSTS,  'T953  and  1978^ 

8 


1953 


1978 


Total  Costs:  $687/unit/year 

Local:  $  89/unit/year 

Tenant :  $4 1 9/un  it/year 

Federal:  $t79/unit/year 


Total  Costs;  $4650/unit/year 
Local:  '$  220/unit/year 

Tenant:  $  800/unit/year 

Federal:  $363Q/unit/y&ar 

r 


12/  pffice  of  Policy  Development  and  Research,  Department  of  Housing  and 
Urban  Development,  Payments  In  Lieu  of  Taxes:  A  Status  Re gort  4 
(March  19,  1979}   [hereinafter  cited  as  HUD  PILOT  Study] «  1 

J3/  Id.  27. 

14/  If  public  housing  devel9pments  were  not  tax-exempt,  the  full  local 
tax  levied  vould  have  been  .$33.6,  million  for  1953.  The  PILOT  for 
the  year  was  $8,6  million,  making  the  local  contribution  by  way  of 
tax  exemption  $25  million.  That  amount  was  approximately  equal  to 
the  Federal  contribution*  of  $25.9  million,  essentially  .  a  50-50 
sharing  of  costs.     (Id.  18—19.) 

15/  HUD  PILOT  Study,  supra  note  12,  at  27. 
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The  Role  of  HUD  in  the  Local  Operation  of  the  Public  Housing  Profram. 
Although  public  housing  is  owned  and  operated  by  local  housing  authori- 
ties, almost  every  aspect  of  development,  operation  and  management,  and 
disposition  is  regulated  by  HUD,  The  following  is  a  listing  of  some  of 
HUD's  major  responsibilities  in  the  administration  of  the  public  housing 
program:  ' 

(1)  Development 

(a)  Approval  of  local  housing  authority  organizational  documents/ 

(b)  Making  of  loan  commitments  and  loans. 

(c)  Approval  of  development  cost  budgets, 

(d)  Approval  of  technical  determinations,  site  selections,  utility 
combinations,    architects1    fees,    and    plans    and  specifications, 

(e)  Approval  of  contract  awards,  contracts  of  sale,  notices  to 
proceed,  contract  extensions,  change  orders,  and  advances. 

(f)  Approval  of  acquisition  and  rehabilitation  of  existing  build- 
ings, 

(2)  Management  and, Operation 


(a)  Approval  of  operating  budgets,  operating  subsidy ,  annual 
contribution^,  administrative  loans,  and  related  local  housing 
authority  funding  requisitions,  % 

<  (b)   Approval  of  income  limits  and  criteria  for  occupancy,  tenant 

selection  and  assignment  plana,  rent  schedules  and  related  defini- 
tions of  income,1 and  authorizations  for  occupancy  by  single 
persons^  project  employees,  and  persons  providing  tenant  services, 

%  (c)   Approval  fgtr  use  of  dwelling  units  as  nondwelling  space, 

conversion  of  dwelling  unit  sizes,  and  changes  in  p^bject  composi- 
tion ,as  to  number  of  dwelling  units. 

_  The  degree^ of  detail  with  wtf^^Bh^;  Federal  Government  regulates  the 

^  public  housing  program  belies  s\%ictly  local  control  of  the  development 

and  administration  of  public  housing, 

<  The  Role  of  the  Local  Housing  Authority  in  the  Public  Housing  Program.—^ 

Under  the  public  housing  program,  HUD  can  enter  into  a  contract  for 
financial  assistance  with  a  public  housing  authority,  which  may  be  a 


J6/  The  material  for  this  section  was  compiled,  in  part*  from  a  HUD 
publication  entitled  Low-Rent  Housing  Guide  Orientation  to  the  Pro- 
gram -  A  HUD  Guide,  Chapter  3,  at  1-2  (publication  IBM  G  7401  ,3) 
(April  1971), 
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State,  county,  municipality,  or  other  governmental  entity  or  public  body 
authorized  tcj^ehgage  in  the  development  or  administration  of  low-rent 
housing  or  sluni  clearance*  In  aimost^all  cases,  the  public  housing 
agency  is  a  lpcal  housing  authority-Aan  autonojuous  public-corporate 
entity  created^  in  accordance  with  State  or  Territorial  Law,  Indian 
Tribal  Ordinapce,  or,  in  the  case  of  the  District  of  Columbia,  by  Act  of 
Congress.  It  functions  in  the  capacity  of  a  developed  and  manager  of  a 
low-rent  housing  program.  It  has  the  responsibility  for  planning, 
financing,  constructing  or  purchasing,  leasing,  and  managing  the  proper- 
ties, subject  to  applicable  laws  and  contractual  relationships  with  HUD 
and  the  local  governing  body.  By  virtue  pf  its  ownership  or  leasehold 
interest  in  the  properties,  the  local  housing  authority  performs  all  the 
functions  of  a  private  owner,  including  leasing  units,  collecting  rents, 
maintaining  the  properties,  and  all  of  the  other  related  duties. 
Similar  functions  may  be  performed  by  private  management  firms  under 
formal  agreements  with  the  local  housing  authorities. 
J 

There  are  two  contractual  relationships  which  form  the  basis  of  the 
local  housing  authority's  obligations  and  responsibilities  to  HUD  and 
the  local  governing  body:  the  Annual  Contributions  Contract  and  the 
Cooperation  Agreement. 

v  „ 
The  Annual  Contributions  Contract  (ACC)  between  the  local , housing 
authority  and  HUD  translates  the  purposes  and  provisions  of  the  United 
States  Housing  Act,  of  1937,  as  amended,  into  specific  contractual 
obligations  and  mutual  responsibilities  with  respect  to  the  development, 
operation,  and  fiscal  aspects  of  the  program,  as.well'as  with  respect  to 
defaults,  breaches,  remedies,  and  general  provisions*  The-  Contract 
provides  for  loans  to  the  local  housing  authority  during  the  development 
phase  6(  conventional,  turnkey,  and  acquisition  projects,  and  for  subsi- 
dies or  contributions  during  the  operating  period  to  cover  amortization 
of  the  bonded  indebtedness  and  to  maintain  the  low-rent  character  of  the 
projects.  Under  the  leasing  program,  annual  contributions  make  up  the 
difference  between  rental  paid  by  low-income  families  and  rental  charged 
by  the  owners  of  th^  leased  dwellings,  plus^operating  expenses  of  the 
local  housing  authority. 

Once  committed  through  »an  Artnual  Contributions  Contract,  the  local 
housing  authority  has  little  discretion  in  the  disposition  of  the 

h  property.  Any  proposal^to  .demolish  units  must  meet  strict  guidelines, 
including  those  governing  relocation  and  repli^nent  units,,  and  must  be 
approved  by  HUD.  Moreover,  as  a  result  of  a  1979  amendment,  a  local 
housing  authority  may  not,  without  HUD  approval,  dispose  of  a  public 

?  housing  project  for  ten  years  after  all  operating  subsidy  payments  for 
that  'project  hav£  ceased.  Most  older  projects*  for  which  the  original 
ACC  40-year  term  is  near  expiration  have  undergone  modernization  which 
extended,  thfcir  ACCs.  Thus,  Federal  discretion  over  disposition  of 
locally-owned  property  may  continue  for  20  years  beyond  the  original 
agreement. 


(no 
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As  a  prerequisite  to,  providing  financial  assistance,  HUD  requires,  in 
accordance  with  section  5(e)(2)  and  6(6)  of  the  United  States  Housing 
Act  of  1937,  ,as  amended,  a  binding  contract  called  a  Cooperation  Agree- 
ment (Form  HUD-52481)  between  a  local  housing  authority  and  the  local"* 
governing  body  having  jurisdiction  over  where  the  housing  is  to  be 
located.'  That  Agreement  provides  for  local  cooperation  with_ respect  to* 
the  development,  operation,  and  management  of m  low-income  housing  owned 
by  the  local  housing  authority.  The  Agreement  obligates  the  local 
housing  authority  to  make  payments  in-lieu  of  taxes  to 'the  local  govern- 
ing^ body,  and,   in  turn,   requires  the  local  governing  body  to  provide 

•Local  cooperation  by  maintaining  the  tax-exempt  status  of  the  housing 
projects  and  by  providing  the  housing  projects,  at  no  cost;  the  same 
public  Services  and  facilities  as  are  provided  at  no  cost  to  others 
within  the  local-  governing  body's  jurisdiction.    A  local  housing  author- 

-  ity  is  required  to  have  a  Cooperation  Agreement  with  the  local  governing 
body  having  jurisdiction  over  the  site  of  the  housing.  In  some  cases, 
additional  Cooperation  Agreements  may  b£+  required  with  other  public 
bodies  where  State  law*  requires  or  where  necessary  to  secure  services 
essential  to  the  housing  project.  A  local  housing  authority  also  may 
have  to  enter  into  separate  Cooperation  Agreements  with  different  local 
governing  bodies  where  projects  are  divided  among  different  bodies.  The 
Cooperation  Agreement  is  a  required  document  for  all  low-r^nt  public 
housing  projects  except  for  Section  23  leased  housing.  / 

Payments  In-Lieu  of  Taxes  (PILOT) .  By  ^Hw,  one  of  the  prerequisites 
that  a  local  housing  authority  must  fulfill  prior  .  to  contracting  for 
development  of  a  16w-income  housing  project  is  that  —  / 

such  project... is  exempt  from  all  real  and  personal  proper- 
ty taxes  levied  or   imposed  by  the  State,   city  or  other 
political  subdivisions?  and  such  contract... require ts]   the  * 
public  housing  agency  to  make  payments  in  lijeu  ,pf  taxes. ##„ 

This*  requirement,  a  property  tax  exemption,  is  somewhat  different  from 
that  generally  applied  to  federally-owned  properties  as  it  stems  from 
legislation  (the  Unit'ed  States  Housito^lct  of  1937)  rather  than  the 
exemption  of  properties  from  local  taxation  by  virtue,  alone,  of  their 
ownership  by  the  Federal  Government*  * 

In  lieu  of  taxes, ^local  housing  authorities  make  payments  (PILOT)  to  the. 
appropriate  taxing  jurisdiction  in  order  to  partially  defray  the  cost  of 
providing  services  to  the  project*  The  services  to  be  provided  and  the 
exact  amount  of  PILOT  are  deli&eatgd  in  the  Cooperation  Agreement; 
however,  the  1937  Act  establishes  a  nfaximum  PILOT  amount  of  ten  percent 
of  annual  shelter  rents  (gross  rents  minus  utilities) .  Payments  in-lieu 
of  taxes  are  paid  out  of  the  total  revenues  of  the  local  housiftg  author- 
ity which  consist  mainly  of  Federal  operating  subsidies  and  rental 
income.  . 
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The  following  table  shows  total  PILOTS  and  payments  per  unit  inS** 
Nation  since  1962.  .These  payments  have  steadily  'declined  fronr  $39  per 
unit  in  1965  to  $26'  per  unit  in  1975.  In  5976,  they  increased  for  tfee 
first  time  in  ten  years  to  $30  per  unit.—'  * 


PAYMENTS  IN-LIEU  OP  TAXES, 


1962-1981— 7 


Year 

19/ 

No.  of  Units-^' 

Total  Payments 

Payments  PervUnit 

484,726 

$17,154,361  1 

$35.39 

1965 

570,787 

*    $21,774,445  I 

$38.65 

1968 

§64,252 

$24,771,210 

$37.29 

1970 

•  753,638 

$28,065,226 

$37.24 

1971 

800,022 

$29,137,000 

$36.42 

1972 

882,786 

$2^631  ,000 

$31. 3J. 

1973 

921,395 

$2$,757,000 

t  $29.04 

,1974 

974,000 

$27,233,000 

$27.96 

1975 

1,010,000 

$26,^00,000 

$26.04 

1976 

1,045,000 

$31,350,000 

$30.00 

1977 

1,070,000 

$34,797,000 

$32.52 

1978 
19795/ 
198<£' 
1981-1/ 

1,086,000 

.$35,838,000 

$33.00 

1,130,000 

$37,968,000  . 

$33.60 

1. 134,000 

$37,014,000 

$32.64 

1,193,00Q 

$39,369,000 

$3i;oo 

_*/  Assumes  inflation  rates  of  10%  for  utilities; 

V  Assumes  inflation  rates  of  12%  for  utilities? 

V  Assumes  inflation  rates  of  8,8%  for  utilities; 


% 

5%  for  rental  income. 
6%  for  rental  income. 
6%  for  rental  income. 


HDD's  record  system  provides  an  accounting  of  PILOTS, 
but  not  by  geographic  unit  smaller  than  a  region. 


20/ 

by  HUD  region, — ' 


The  regional  pattern  for  PILOTS  in  1976,  set  £orth  in  the  following 
table,  shows  that  in-lieu  payments  per  unit  vary  considerably  among 
HtnVs  ten  regions,  with  the  Boston  region's  payments  averaging  only  $22 
lit   compared   to   thei  San  Prancisco   region's  average   of  $46.—^ 


per  unJ 


J7/  HUD  PILOT  Study,  supra  note  12,  at  21.* 

J8/  Id,  22.  -The  data  for  1977  through  1981  was  prepared  by  HUD,  pursu- 
ant to"  the  Commiss ion's  request  for  informatidi  more  recent  than 
that  provided  by  the  HUD  PILOT  Study.     .  t 

J_9/  See  note  J1,  supra.  *  The  Commission  *  notes,  the  disparity  in  .the 
number  of  units  provided  by  the  Housing  Budget  Division  of  HUD  in 
Attachment  I,  infra.  * 

20/  See  Attachment  II  for  a  map  of  HUD's  ten  regions  across  the  country/ 
infra.  » 

21/  HUt>  PILOT  Study,  supra  note  12,  at  21.  > 

/ 
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REGIONAL  PATTERN  FOR  PILOT  IN  1976^2/ 


Regions 

\PILOT/Unit 

* 

I 

$21.80 

II 

/     •  $32.39 

III 

$28.59 

IV  . 

$£6.59 

v  / 

$27.29 

.,vi 

$24.30  , 

VII 

$31.51 

VIII 

$34.16 

IX 

$46.42 

X 

$44.97 

The  table  below  suggests  that  "PILOT  varies  inversely  with  the  size  of 
rr  J?°U3ing  aathority>  largest  housing  authorities  make  the  lowest 

PILOTS  and   the  smallest  housing  authorities  make  the  highest.  PILOTS. 

l^3ftern  h3S  been  maintained  several  years.    How'ever>  adtfording  / 

to  HUDJthe  distribution  of  public  housing  units  is  fairly  proportionate  t 
across^ different  parts  of   the  country  .  and  across  different   sizes  of 


communities.  HDD  also  estimates?  that  75  percent  of  PlfbTs  go  to  metro- 
politan areas.         -  '     

VARIATIONS  IN  PILOT  PER  UNIT  MONTH  BY  SIZE  OF  LOCAL 
•  HOUSING  AUTHORITY  FOR  FISCAL  YEARS  1973  -  1976=3/ 

\ 

Size  of  LHA       FY  1973  FY  1974         FY  1975   '      FY  197& 

»'        '   tar9e  $2.15  $1.95-  $2.01  i  $2.10 

Medium  $2.93  $2.79  $2.79-  L  $2.96 

Small  $2.79  $2,88*  -      $3.05  $3.26 

Averag^  $2.63  $2.54  $2.62  $2.78 


Nonpayment  of  PILOT.     School  districts  receiving  Impact  Aid  icause  of 
^children  residing  on  low-rent  public  housing  have  testified  before  the 
Commiarsion  that* they  seldom  receive  any  portion  of  payments  in-lieu  of 
taxes  made  to  local  governments  by  housing  authorities.     In  some  cases,  *  - 

accounting  procedures  may  pbs^urts  sources  of  revenue  so  school  districts  * 
receiving  BILOTs  are  merely  not  aware  of  the  payment.     In  other  cases,  . 
however,  local  housing  authorities  do  not  make  PILOT  payments  at  all. 

22/  Id.  23.        '  ! 

23/  Id.  24^  Variations  in  PILOT'per  unit  month  by  size  of  local  housina 
authority  are  estimated  by  HUDtased  on  an  Urban  Institute  (Washing-  • 
ton,  D.C.)  sample  of  -119  local  housing  authorities  for  fiscal  year 
■   1973  through  fiscal  year   1977.  ,   According  to  HUD,   local  housing 

authorities  are  given  four  alternatives  'for  "ending  a  fiscal  year:  '  . 

"irch,  June,  September ,"~5r  December.  v 
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REGIONAL  PATTERN  FOR  PILOT  IN  1976^/ 


Regions 

'^PILOT/Unit 

I 

$21.80 

II 
III 

/     •  $32.39 
$28.39 

IV  . 

$£6.59 

4  " 

v  : 

$27.29 

..VI 

$24.30  , 

VII 

$31.51 

VIII 

$34.16 

IX 

$46.42 

X 

$44.97 

The  table  below  suggests  that  'PILOT  varies  inversely  with  the  size  of 
the  housing  authority;  the  largest  housing  authorities  make  the  lowest 
PILOTS  and  the  smallest  housing  authorities  make  the  highest.  PILOTS. 
This  pattern  has  been  maintained  4J7er  several  years.  However*  according  / 
to  HDD J  the  distribution  of  public  housing  units  is  fairly  proportionate  t 
across^ different  parts  of  the  country  ,  and  across  different  sizes  of 
communities.  HDD  aLso  estimates  that  75  percent  of  PlfiOTs  go  to  metro- 
politan jireas.  *  

VARIATIONS  IN  PILOT  PER  ON IT  MONTH  BY  SIZE  OF  LOCAL 
-  BOOSING  AUTHORITY  FOR  FISCAL  YEARS  1*973  "-  1976^ 

Size  Of  LHA       FY  1973         FY  1974     '     FY  1975  '      FY  1976X 

V       -   Large  $2.15  $1.95-  $2.01  I  $2.10 

Medium  $2.93  $2.79  $2.79-  V  $2.96 

Small  $2.75  $2.88*  -     $3.05  $3.26 

Averag^  $2.63  $2.54  $2.62  $2.78 


Nonpayment  of  PILOT.     School  districts  receiving  Impact  Aid  icause  of 
^children  residing  on  low-rent  public  housing  have  testified  before  the 
Commis-sion  that  they  seldom  receive  any  portion  of  paymehts  in-lieu  of 
taxes  made  to  local  governments  by  housing  authorities.    In  some  cases,  * 
accounting  procedures  may  pb^6u*fe  sources  of  revenue  so  school  districts  * 
receiving  BILOTs  are  merely  not  aware  of  the  payment,     in  other  cases,  . 
however,  local  housing  authorities  do  not  make  PILOT  payments  at-  all. 

22/  Id.  23.        '      !      !  •  ' 

23/  Id.  24./  Variations  in  PILOT'per'  unit  month  by  size  of  local  housino  „ 
authority  are  estimated  by  HDD  "Based  on  an  Urban  institute  (Washing-  • 
ton,  D.C.)  sample  of  -119  local  housing  authorities  for  fiscal  year 
1973   through   fiscal  year   1977.  .   According   to  HDD,   local  housing 
authorities  are  given  four  alternatives  'for  "ending  a  fiscal  year: 
March,  June,  September ,"*Br  December.         '  ,v  v 

■  r  ■ 
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Complete* data  on  nanpayment  of  PILOT?by  all  local  housing  authorities, 
across  the  country  is  available  for  1973,  'as  set  forth  in  the  table 
below.  This  is  the  most  recent  information,  according  to  HtJD,  whioh 
also  'speculates  that,  given  the  generally  worsening  fiscal  position  of 
local  housing  authorities  since  1973 ,  the  percentage  of  nonpayment  of 
PILOT  may  have  increased,  v  %  \ 

I 

Out  of  the  tot*l  of  1,976  local  housing  authorities  in  the  Nation,  24T 
did  not  make  payments  in-lieu  of  taxes  in  1973.  These  account  for  -12.2 
percent  'of .  all  housing  authorities.  The  most  *  striking  aspect  of  the 
difference  amoung  HUD  regions  is  the  percentage  of  authorities  not 
making •  PILOTS.  These  percentages  tange  f rora  ,a  low  of  5.'3  in  Region  VI 
(the  middle  Southwe'st)'  'tot  a  high  of  41.9  in  Region  X  (the  Pacific 
tfp&thwest)  .*  In  five  of  the  ten,  regions,  the  nonpayment  rate  is  25 
percent  or  greater.  A  general  pattern  is  revealed  by  the  data  indicat- 
ing* that  in  *  those  regions  where  local*  housing  authorities  are  more 
numerous,  the  nonpayment  rate  is  relatively  low.  In  contrast,  the 
nonpayment*  rate  is  significantly  higher  in  those ^egidns  where  local 
'housing*  authorities  are  relatively  small  in  number. —  ' 


NONPAYMENT  OF  PILOT  BY  LOCAL  HOUSING  AUTHORITIES 
BY  REGION  IN  1973=^/ 


{ 


(number  of  Authorities) 


Region 

Total 

Paying 

Not  Paying 

%  Not  Paying 

I 

75 

i 

16 

.  T7.6 

II 

104 

,  77 

27 

26.0 

III 

104 

78 

26 

25.0 

IV 

•548 

515 

33 

*  6.j) 

V 

323 

*  285 

38* 

11.8 

VI 

430 

407 

23 

5.3 

VII 

196 

120  \ 

16 

8.0 

VIII  * 

60 

37  f 

23 

38.3 

TV 

77 

56 

21 

27.3  * 

X 

43 

25 

41.9 

Total 

1,976 

1,735 

241 

*/ 
12. 2-' 

*/<This 

figure 

represents 

an  average  of 

thos^f  J 

LHAs  not  making  PILOTS. 

HUD  offers  no  verifiable  explanation  for  why  241  local  housing  au- 
thorities fail*  to  pay  PILOTS  to  local  gOYerriments.  The  following  are 
possible  explanations: 

24/  HUD  PILOT  Study,  supra  note  12,  at  76^ 
25/  Id.  79. 
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(1)  In  order  to  reduce  -operating  exppnditur®  aHd,  therefore,  reduce 
merits,   local*  bousing   authorities*  have,    in  the  past,   requested  and 
received  waivers  of  PILQ^rom'the  local  governing  bodies*. 

(2)  A  waiver  of  PILOT  may  be  requested  from -a  local  governing\body  in 
order   to  make   a   new   public  housing  project   financially  fiasible^ 

(3-)  A  waiver  of  PILOT  may  bet  secured  from  a  local  governing  body  as  a 
means  of  reimbursing  the* local  housing  authority  "(or  HUD)  for* off-site 
utilities  (e.g.,  access  roads  or  water  lines)  constructed  as  part  of 
the  development  of  a  project,  although* such,  utilities  are  actually  an 
obligation  of  the  local  government.  \ 

(4)  A  local  governing  b®dy  may  postpone  payment  or  waive  PIlibTs  in 
cases  where  a  local  housing  authority  is  experiencing  financial 
difficulty.  For  example,  the 'housing  authority  in  San  Antonio,  Tgxas', 
has  been  unable  to  pay  PILOTS  since  1973.  In  197j5,  the  San  Arttonio 
City  Council  adopted  a-  resolutipn  waiving  the  payment  obligation  until 
the  Authority  regains  the  financial  capability* to  pay. 

,  (5)  \  local  housing  authority  may  withhold  PILOT  when  a  local*  govern- 
.  ing  body  does  not  fulfill  its  obligations  under  the  Cooperation 
Agreement*       -   —   

Tax  Estimates  Made"  by  Local ^Housing  Authorities  and  Foregone€Taxes. 
One  of  the  annual  reporting  requirements  of  local  housing  authorities  to 
HUD  includes  Computations  of  Payments  in  Lieu  of  Taxes-  as  specified  in 
the  Form  HUD-52267.  One  of  the  16  items  of  information  .sought  in  this 
•report  is  the  approximate  full  real  property  taxes  on  the  low-income 
housing  projects  within  the  local  housing  authority's  jurisdiction. 
Although  it  is  not  compulsory  HUD  claims  that  most, of  the  local  housing 
authorities  do  provide  an  estimated  full  tax  figure  as  specified  in  this 
reporting  form. 

=™  -  /  .  *  * 

HUD  does  not  provide  guidelines  on  the  method  of  estimating  full  taxes. 

Therefore,    the   comparability  and   reliability  of   these  "estimates  are 

questionable.     However;,  this  is  the  only  known  source  of  full  tax 

estimate  data  on  public  housing  property.     Data  for  1976  has  been 

assembled  from  reports  from  a  sample  rf£  120  local  housing  authorities. 

Based  on  this  data,  HUD  prepared  the  table  below  as  follows:  first,  the 
average  tax  per*  dwelling  unit  was  calculated  for  each  housing  authority 
for  which  such  data  is  available?  second,  the  weighted  average  tax  per 
dwelling  unit  was  calculated  f^r  all  housing  units  for  each  of  the  ten 
HUD  regions; -third,  the  weighted  ayerage  tax  per  dweUing  unit  for  all 
housing  units  Was  calculated  for  the  entire  national \sample.  To  esti- 
mate the  total  property  taxes  for  public  housing  "unit^  in  .each  HUD 
region  and  £n  the  entire  country,  the  average  taxes  per  dwelling  unit 
were  multiplied  8y  the  regional  total  and  the  national  total  number  of 
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public  housing  units.  Tlje  results  of  these  calculations  in  the  table 
below  show  that  $438  billion  in  property  tax  revenues  w^re  foregone,  on 
tax-exempt  public  housing.  A  » 

'  ( 

ESTIMATED  FOREGONE  PROPERTY  TAX  FOR  PUBLIC^, 

HOUSINGS.  REGION  And^FOR  THE  NATION —  1 9'7  6— — 
t  f 


Region 

Foregone 
Tax/Dwelling' 
Unit  ($) 

Np.  of 
Dwelling 
Units 

Total 
Estimated 
*ax  ($)  *  s 

I 

/  *  889*36  , 

45 

,927 

40 

* 

,829 

,103 

'II 

855.41  * 

150 

,156 

i*8 

,383 

,380 

III 

238.57 

97 

,078 

23 

,104 

,564. 

IV 

.165.63 

209 

>885 

#34 

,631 

,025 

V 

555.72 

,170 

,576 

,94 

,669 

,680 

VI  , 

-175.16 

97 

,214 

17 

,GU 

,450 

VII 

*  55.34 

25 

,607  * 

1 

,408 

,}*\ 

VIII.. 

-  750.00 

11 

,853  "  ' 

8 

,889 

,750 

^       v  ix 

258.97 

.  31 

,818  /. 

8 

,209 

,044 

X 

145.07 

'18 

,244 

2 

,645 

,380 

National       419. 15^ 

.  1,045 

**/ 
,000— 7 

438 

,011 

,*50 

V  ^This  figure  represents  a  national  average* of  the 

foregone  tax  per  dwelling  unit. 
***/  This  figure  does  not  represent;  *the  «sum  oftthtf  ten 
HUD  regions  because  of  incomplete  regional  tpbu~ 


lati'on. ' 


The   property  tax  estimates  made  by  local  housing  authorities  reveal 
large  variations  aiaong  the  regions,  ganging  from  $889  per  dwelling  unit 
in  Region  I  to  only  $55  in  Region  VII;  tofcal  full  tax  estimates  "for  the 
regions  range  frcsn  $128  million  vin  Region  II  to  $1.4  million  in  Region 
VII?   the  national  total  amounts  to  $4.38  billion.     Consequently,  StJD 
estimates  that  if  full  taxes  we're  paid  on.  public  housing,  the  full,  tax 
— ^payments,    as    estimated   by   local   housing   authtfsdties,,    would  require 
,  approximately  $4  billion  of  additional  current  operating  expenditures 
'for  public  housing. 

«  ■> 
There  are  other  .methods^-for  estimating  the  property  tax  for  public 
housing.  However,  they,  along  with'the  estimates  "provided  by  the  local 
housing  authorities,'  are  all  speculative.  The  speculative  nature  of 
%  estimating~fdregone  tax$s  is  discussed  in  Chapter  Five  of  th^  1979 
HUD  PILOT  Stiidy,  in  which  several  techniques  for  making  these  estima-tes 
are  also  described.    Calculations  using  these  techniques  have  resulted 

*  'in  a  range,  from  $72  per  unit  to  $500  per  unit  per  year   in  foregone 
t^xes.    HUD  further  explains  that  the  actual  tax  loss  depends  on  several 

♦  <friteria;%  such  as  the  circumstances  of  each  property  a$d  its  potential 
use  for  other  purposes.       •  *       •  1  ' 


26/  Id.  60. 
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Incentives  S^p  Loq4l  Acceptance  of -/Low-Inqome  Public  Housing.  Under 
title  I  of  the^^Seusing  and  Community  (Development  Act  of  1974,  Federal 
funds  are  provided  annually  to  Jejdain  units  of  local  government— 
usually  the  local  housing  authorities— to  assist  in.  their  community 
development* activities-  The  Coimm/nit*  Development  Block  Grant  prdgram, 
authorized  by  the  Act,  supercedes/ andf consolidates  a  number  !of  previous 
categorical  programs  into  a^  single  c/rogram  under  which  Federal  aid  is 
provided  on  an  annual  Basis',  witti  maximum  certainty  and  minimum  delay, 
providing  an  improved  basis  for  /community  planning.  The  first  year  for 
which  funds  were  appropriated  / for/  this  new  program  was  fiscal  year 
'1975;  /  1 

Under  the  Community  Development  Blfeck  Grant  program,  the  amount  of  funds 
major  cities  and  many  large  Airbah  counties  are  entitled  to.  receive  is  ' 
allocated  on  the  basis  of  afx  "objective  needs  formula."  That  formula' 
employs  five  demographic  characteristics— population,  Extent  of  poverty, 
degree  of  overcrowded  housing,  gfcow%h  lag,  and  age  of  housing.  Communis 
ties  desiring  to  receive  £ommuhi^y  Development  Block  Grant  funds  musi 
prepare  a  Housing  Assistance  Plan*  usina  these  criteria  to  assess  needs 
and  set  goals  for  meeting  thise  ne\3s^  Under  the  Housing  Assistance 
Plan,  community tes  hav<^  thre4  year 4  to  make  < substantial  progress  in 
.meeting  their  goals'.  HJJD  proyMes  a  mix  of  Section  8  and  public  housing 
funds  that  communities/  can  apply  for  in  order  to  provide  housing.  If 
sufficient  funds  are  Available  during  the  three^year  period  to  achieve 
locally  establistfed  ^foa^s,  yfet  the  community  fails  to  meet  these  goals, 
the  Department  can  0onditiori  or  actually  withhold  Community  Development 
Block.  Grant  funds  for  the  development  of  public  housing  in  a  community. 
This  is  an  example  of  how  communities  are  encouraged  .by  one  Federal 
program  to  adopt  another,/  and  i,t  counters  arguments  that  mfederaily- 
subsidized  housing  is  strictly  local  in  natui#. 
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LOU  TKCOMS  HOUSING 
SUMMARY  Of  ANNUAL  CONTRIBUTIONS  FROM  ISCCfflOH  TKROUC11  SEPT.  30,  1951  mf 


FISCAL 

Y^AX  ' 

or  UNITS 

1941  ** 

#23,783 

19*2 

'  65t459 

1943 

89,240 

1944 

101,951 

1945,^ 

141.596 

19*6 

144.003, 

144*095 

144.60* 

145,785 

1950 

146  5»9 

145^703 

195t 

136,084 

1953 

204,815 

19fc4 

259,116 

304, 363 

1956 

343,907 

*7  s  / 

365,986 

374 ,172 

1959 

401,467 

i  I960 

425.850 

\  19^1 

465,481 

1952 

482,714 

1963 

'  5n,047 

1964 

539. $41 

1965 

577,347 

.  1966 

608, 554 

196? 

643.245 

19683 

692.199 

*969 

*  767,723 

'  1970 

830.454 

'  1971 

1  892,651 

1972 

\  989,419 

19734 

1,047,000 

•  1974 

.1,109,000 

1975 

1,151. COO 

19*76 

1,167,000 

Transition. 

Quarter 

293.000 

1977 

1,174,000 

i9;s 

1,173,000 

1979 

1,173,000 

»  Subtotal 

*   1980  If     %  ' 

1,19,2,000 

mi  7/ 

1.217,QOO 

*  Total 

C0STRI5UTI0HS 
-1  ;  

$4,747,17* 

11.238,931/ 

13,049.252 

14.436,885 

21,132.572 

21. U5, n* 

21.044,261 
2*1.044,002 
21.325,747 
21,321,123 
21,407,822 
26,215,103* 
*5, 091. 505  1 
67.844,328 
91,133,962 
*  107,933^030 
116  655,509 
12l\l3,830  • 
133.106,635 
147,523.103 
•  166.3CO.866 
177,688,59*4 
172.858,982 
211.479.468 
238.260,239 
,  256.672,714 
282,159,512 
323,805.194 
391.610.980 
464,802,576 
540,545,303 
659,553,333 
760, 794',  7  57 
923,511,555 
990,7.29,684 
1,039,240^669 

256,122,218 
1,078,024,316 
1. 137^89,662 
U222  .237.718 
12, 362. $81,450 

1,326.000,000 

l»461.wfl.Q3p 
15,149,681,450 


"  FUNDS  AKOUKT 

AVAILA&LE  TO      •  AS  PERCENT 

REDUCE  ANNUAL         KET  ANNUAL  OF  AMWAL 

COSTRISUTlOSS^b/  CONTRIBUTIONS  CQTTRieUf  IONS 


$1,333,060 
3,166*370 
4,306.888 
12,410,272 
13*978,579  * 
15,377,631 
J 17,103, 597 
17,082,754 
15.105,911 
14,221,701 
13,649,116 
19,212,357 
23,376,836 
74,548,099 
26.202.934 
26,050,696 
22,429,416 
17,735,^71 
16,338.787 
21,038,913 
20.710,651 
20.925,771 
25,024^.391 
25,586,405 
29-,5&5^4Q2 
28,756,853 
27.732.957 
26.865,055 
2;. 375, 714 
22,194,394 
15,439,235 
7,354,202^ 
10,40.2,939 
9,633.936 
7.005,717. 


$4,747,176 
9,925,391 
9,882,832 
10,129,997 
3,722,300 
,7(i36,/0^ 
.  5,666/630 
3,940,405 
4,242,993 
6,215,712 
7,186,121 
12,565,987 
.  25,879.-145 
44,467.492 
66,585,863  ' 
84v*30,$4&* 
^  90,634,BI3 
98,784.414 
115,366.664 
131,184,316 
145.321,953 
156,977,941 
171,9p3,21l 
186,*454.577  . 
i  212,673,334 
,_  773,083^312 
^253,402,659 
296,072, 2fiJ 
364,745.9^5 
441.426.8A2 
510.353.909 
644.114,098 
753,440,555  d/ 
913,108,615  6f 
981,045,745  d/ 
1.032,234,952  If 


'  1,179,509  *l  254,942,709  d/ 
4l952t<>66  e/  1,073,072,2ft  2l 

*  4,900,530  c/.l,132.689.oe2  d/ 
4.534,313  e/  1.217,701^405  d/ 

640,888,553  ~  11,721,792,8V2  ~ 

5,fi00,000  cf  1.321,000,000  d/ 
5,000,000  c/  l^S^COO^O'iO  1/ 
65T,SSr;5TH  ~  14,493,792.892  "* 


100*0 
33.2 
75,7 
70£2 
4U3 

'  33.3 
26.9 
18.7 
19.9 
29.2 

,  33,6 
47,9 
57,4  ' 
65,5 
73,1 
75.7 
77.7 
81,5 
86.7 

-88,9 
87.4 
88.3 
89.1 
88,2 

.  89.3 
88.5 
69.S 
91.4 
93,1 
95,0 
95.9 
97.7 
99.0 
98,9 
99.0 


99.5 
99  v5 
99*6 
99.6 


99.6 
99-6 


ADDITIONAL 

suasions 

FOR 
OPERATIONS 


GRASD  TOTAL 
fret  ACCMJED' 
C0NTR1BITICSS 


AVSfACE  KET  A.V&JAL 
CC^TRISUTIOSS 
PE3  CNli 


2,393,813 
4,348,94^ 
*.^1.3i 
3.2*2.31 
4.917,52^ 


.     7,638,871  d/ 
6,094,947  If 
14,869,657  If 
31,463.984  If 
107,999.999  If 
245,000,000  If 
348.369,074  ~ 
319,995,241 
475,369,927 
374,893,453 

235.8*9,784 
592,290,951 
661,576,685 
726.228,451 
4,169,177,165 

741,500,000 
£62.000.000 
5,772,677,165 


S54P7'.7,176 
^9,925,691 
►  -  9,882.882 
'  10.129,997 
8,722,300 
7,136735 
5,666,630 
3,940,403 
4,242,993 
$,215,?12 
'  7,186,121 
12,565.987 
25,879.148 
44,467,491 
66,585,363 
81,730,046 
90.634,813 
93,734,414 
115.366.664 
131,184,316 
145,321.953 
J59,373,756 
176,432,160 
190,896.109 
217,916,159 
232,000,834 


261,041,530 
302,167  154 
379.615,532 
472,890,846 
626,353,903 
389,114,098 
1.101,809,629 
1,233,103.857 
1,456,415,675 
1,407,128,405 

490,752.493 
1,665,363,2(51 
1,794  . 26*, 767 
1 .941 .931.856 
15,890,970,057 

■  2,062.500.000 
2.3>«,PPfl.OftO 
^271,470,037 

\ 


,,200 
145 
111 
S9 
62 
50 
39 
27 
29 
42 
49 
'81 
126 
172 
219 
238 
243 
264 
287 
308 
312 
330 
345  * 
354 
377 
361 
405" 
437 
494 
569 
702 
{  899 
1,052 
1,112' 
1,265  ' 
1,212 

1,675 
1*419 
1,330 
1,650 


1,730 
1,905 


hCT£:    Annual  Contributions 
*      homing  it*rtlfl£  in 

%f  Jtiflscti  obli£atloh*,rc 
"5/  &\s\v4t*  Kate  tr.lt  At  ion 
7/    CvQ'jiativc  boaia. 


include  debt  service  co»'i.rlbuau«»e  i.t  m-ovr.eJ  hrnin;        Include  bn.lc  irnioil  contribution!  for  fHA-le.fed 
1966.  ■  *    ,  \  -  j, 

'ported  at  end  of  eaeh,  f  l.cal  yenr.  d/  Include,  ^lenicd  houMnj  annual  ^"J^.^i^"^/^^^ 

atartlnc  In  FY  1970.    ,  ^  f/  Recorded  ns  receivable  rather  than  «*  reduction  to  Annual  Contributions 

T/  Eit  lasted. 

"  lloualnu  !!'*d'jpc  DJvlsldn 


APPENDIX  M 
EXCERPTS:  IMPACT  AID  TWO  YEARS  LATER: 
,   AN .ASSESSMENT  OF  THE  PROGRAb?  AS  MODI- 
*  FIED  BY  THE  1974  EDUCATION  AMENDMENTS'* 


I. 


V 


•  fa,  umiiiumi 

^        APP  M-l 

/  421 


Are  Impact  Aid  Funds  Equitably  Distributed  y 
in  Terms  ofgDistrict  Needs 
*/  f  and  Federal!  Impact?  ^ 

A  longstanding  criticism  ,o£  the  Impact  Aid  program 

that  is  distributes  large  amounts  of  money  to  -affluent  districts- 
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districts -that  could  easily  support  a  high  level  of  educational 
<»  ' 

expenditure  without  Federal- assistance.  -  A  'related  criticism 

concerns,  the  appropriateness  and  wisdom  of  distributing  scarce  • 

V 

Federal -dollars  to  lightly  impacted  districts.    The  ."following 
discussion'  will  explore  both  of  these  issues. ^        •  '  •  > 

Impact  Aid  and  District  Wealth-^  ' 

.  Many  have  argued  that  the  "impact 'Aid  program  is  inequitable 
because  it  distributes  funds  to  affluent  districts  that" could*' 
easily  support  a  high  level  of  educational' expenditures  without 
Federal  assistance.     Indeed,  critics' have  contended  that  some  " 
districts  are  wealthy,  in  part,  because,  they  are  benefited*, 
not  burdened,  by  Federal  activities.    Others  merely  observe 
.that  eliminating  or  reducing  these  payments  would  hardly  be  • 
£elt-  by  wealthy  districts  because  Impact  Aid  amounts  per  pupil  , 
are  small  and  could  easily  be  absorbed ' locally  through  modest 
tax  increases.    These  persons  note  that  eliminating  or  reducing* 
such  aid  would  free-up  a  substantial  portion  of  the  total  SAFA  * 
appropriation  for  use  by  less  wealthy  districts.  Alternatively, 

*  t 


1/    Throughout'  this,  analysis  "'affluent"  and  "wealthy"  are  used  4 
synonymously  with  property  wealth  per  pvfpil  above*  the  'State  - 
average.     Although  parallel  analyses  wejfe  donducted  using 
various  measures  of  income  wealth,  the-^property  wealth 
measure  was  deemed  more  appropriate  in  the  context  of  vthe  • 
Impact  Aid  program. 
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these  monies  could  be  spent  for  other  more  important  educa- 


.V 


tional  purposes. 

♦  - 

.  Evidence  bearing  on  'the  Validity  of  these  criticisms  is 
^provided  below  in  Table  6.     The  table  sho^s-  that  in  1976 
there. was  some  substance  to  these  allegations  for,  although- 
the  distribution  .of  total  SAFA,  payments  per  pupil  was  somewhat- 
progressive  across*  districts  classified  by'property  wealth',  • 
a  significant  lahare  of  'aggregate  program  dollars  went  tp.  a 
large  number  of  districts  which,  in  their -own  States,  would 
have  been  considered  relatively  well-off .    Thus ,  even  though  : 
.  the^oorest  districts  received  about  twice  what  the  least  poor 
districts  received  in  total  SAFA  dollars  per  pupil,  about  20 
percent  of  all  SAFA  ^dollars  went  to  higj  property  wealth 
dis trie ts.^Z        *  ^ 

Closer  inspection  of  Table  6  shows  that  there  are  major 
differences  between  the  way  "A"  and- "*B»  category-  payments 
-affect  total  funding  in  wealthy  and  poor  districts.  Specifically, 
although  tjoth  types  of n payments  tend  to  be  .inversely  distributed" 
across  districts  ranked  'by  property  wealth,  most  wealthy 
districts  receive, the  bulk  of  their,  funds  for  "B"  category  . 
children  while  poor  districts  receive  thSir'  funds  because  they 
have  large^  concentrations  of  high  burden '"A"  eatery  children.' 


1/  .A  similar  but  more-  pronounced^ pattern  emerges  for  districts 
ranked -by  median  family  income^.     Fully  42  percent  of/all 
,     SAFA  monies  accounted  for  bV  o%x  sample  were  targeted  on  ' 
^districts  in  the  highest  quartile  of  median  family  income'. 


Table  6.  - 


payments  to  SAFA  Districts  u  r> 

1976^  (Through  Tie?  2)1/  "    *    *  by  , Property  Wealth  ~ 


Property  Per  Pupil 
*(ADAJ  c/d/e/ 


Total  SAFA^ 
PupiJ^/c/^ 

(X) 


SAFA  "A" 
Pup44£/ 
(2) 


SAFA  "B"/ 
Pupil^/ 
(3) 


%  SAFA  r 
Dollars^/* 
(4) 


"SAFA  $ 
Millions2/ 
(5) 


#  of 


National  Average *  * 
(Total). w*  

.  Poorest.... r.#..f* 
Quartile  3L... 
Quartile  3.....'.,..; 
Least  Poor  ...  " 


$  2-3.96 


.^U.S. ,Average»1.00) 


$  8.0$ 


1.6 
0.9 

0.7 


2.4 
0.8 
0.6 
0.4 


1.2 
1.0 
0.9 
0.8 


36.9, 
^4.8 

i9.i 

19/-2 


191.4 
128.7 
99.4 
^99.8 


3,374 


999 
880 
770 
725 


b/ 


£/ 


Section  7,  aid  any  payments  made  at  Tier  3  levels     £t5 ^°int  disa*ter  ^sistance  under 
amounts  are  exclude*  from  SAFA  »A«  and  mbm  totals*  incudes  hold  harmless  amounts,  These 

SAFA  *  per  pupil  amounts  on  thds  and  subset,™*-  #.*ki"  - 

*Totai' ada was l-EZ X^-i^/^ti 

which  could  be  etched  with  districts  on  o      r    ^  fcoL    L„  °"  **■  file 

distributions  in  Column  (4)  are  based  on  SAFA  dollars  Till  <?l  9/°9e£t^  *ata-    ^te  that  percentage 
JU^ts  are*assigneJd  to  guartiles  bwed  ™ \h!fJ    ?^ Stributed  to  the  etched  districts.  '  9 
with  non-SAFA  districts  in  this  proems  "  withln"State  "nJcings.    safa  districts  are  ranked 

SAFA  data  are  for  1976.    Property  data  a're  for  1974-1975.  ' 


SOURCfi: 

4 


.  1976  SAFA  Pro,™  Data  Pile'  Matched  with  1974-1375  Equant  p-^J 

?35  ' 


!y 'Value  Data. 
♦ 
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These  data  substantiate 'claims  that  large  araoikts  of 
Impact  Aid  are  targeted  on  t£e  wealthy,  but. do  not  indicate 


whether  wealthy  districts  could  absorb" the  loss  of  these  pay-  , 

ments  through  relatively  modest'  increases  in  "tax-  and  other 

revenues.     Information,  bearing  on  thiTqlaim  is_ provided  in. 

Table  7  which  shows  how  much  .local   (and  also  State  plus  local) 

•revenues  would "have  to -fie  raised  by  districts  in  different 

wealth  quartiles  in  oWer  for  them  to  fully  offset  a  total 

loss  in  their  Impact  Aid  payments.     The  table  showsHfchat,  in 

the  aggregate,  districts  in  the  highest  quartile  of  property  ■ 

wealth  could -offset  such  losses  by  increasing  local  revenues 

b^  about  1.7  percent.     State  plus  local  revenues-  would  have 

be  raised  by*  only  L  percent. 

t 

■/  ' 

'     Table  7.     SAFA  Payments  to  Districts  Classified 
<  by  Property  Wealth:     SAFA  as  a  Percent 

of  Local  and  State  ,Plus  Local  Revenues  — 
1976   (SAFA  Through  Tier  2) 


Property  Wealth  . 
Per  Pupil  (ADA) 


Total , 


Poorest  %  .  . . , 

Quartile.  2  

Quartile'  3  ... 

Least  Poor.  


Number  of 
Districts 
in  Sample 

(D- 


*    SAFA  $  AS  a 
Percent  of  Local 
. Revenues* 
(2) 


SAFA  $  As  a 
Percent  of 
State  +  Local 
Revenues 
(3) 


2,039 

588 
'  537 
472 
442 


2.9 

6.1 
3.0 
2.4 
1.7 


1.6 

2.8 
1.6 
1.5 
1.0 


ELSEGIS  and  1974-1975  Equalized  Property  Data. 


APP  M-6 


47, 


Although  these  aggregate  data  do  not  indicate  the  effects 
of  aid  reductions  f^r  individual  districts,  they ido  provide" 
at  least  partial  evidence  to  support  ,the  complaints  of  Impact 
Aid  critics^.     Substantial  amounts  of  money'  are  being  channeled^ 
^to  wealthy  district  in  relatively  small  per  pupil  amounts  — 
amounts  ^hich  apparently  could  be  reduced  or  eliminated  without 
causing  much  difficulty  for  the  districts  involved.     It  is  • 
also  clear  that  many  of- these  funds-result  from  entitlements 
.'for  the  least  burdensome  "B"  children,  while  the  most  needy 
districts  receive- their  Impact  Aid  assistance  because  they 
are  truly  burdened  by  large  proportions'  of  "A"  children. 

It  would  be  tempting  to.  use  t'hesev  data  to  support  the 
argument  that  wealthy  districts  are  being  unfairly  overcompen- 
sated  by  the  program.    Given  -the  limited  resources  that  are 
available,  one  'could  conclude  that" it  makes  little  sense  to 
pontinue  payments  that '  makTwealthy  ^isl;ricts  wealthier,  j^On 


the  other  ha?id,  many^ealthy  districts  could  argue  quite 
forcefully  that-  it  is  inappropriate  to  consider  their  rela- 
tively  favorable  economic  positions  in  compensating  for  Federal 
impac^.    They  migbt  contend,  for  example,  that -they  would  be 
even  wealthier  without  the  presence  of  the  Federal  government 
and  that  it  is  unfair  for  the  Federal  sector  to,  create  even 
the  smallest  burdep  without  providing  offsetting  compensation. 
Own  view  lies  somewhere  in-between  —  wealthy  districtt^ay 
be  correct  when  they  ajW  tfjat  it  is  unfair  to  discriminate 

i   ■      ;  \ 

ess 
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against  thera  because  they  are  wealthy,  but  axe  on  less  firm 

ground  when  they  argue  that' the  Federal  government  has  a 

.    .     .4  /  * 

responsibility  to  compensate  for  even  the  smallest  burden. 

4  « 

Impact  Aid%  and  Federal  Burden 

•  * 

A  related  criticism  of  the  program  concerns  the  fact  - 
£hat  a  significant  fraction  of  all  Impact  Aid  districts  are 
lightly  impacted,  containing  fewer  than  10  percent  Federally 
connected  children.     For  example;  Table  8  shows  that 'in  197$., 
60  percent  of  all'  Impact  Aid  districts  were  lightly  impacted 
by  this  definition.    The  '^table  also  shows  that  even  though 
these  lightly  impacted  districts  received  very  small  per  , 
•pupil  grants   (grants  that  averaged  about  S13'.or^ess  per 
pupil)  in4  the  aggregate^  thdj^  accounted  for  a  substantial 


20  percent  of  all  Impact  Aid*  dollars   (about  $122  million)  . 
As  can  be  seen,  most  fcf  these  funds  were  received  forks'1 
category  children.     In  coatrast,  most  of  the  furids  received 

y 

by  heavily  impacted  districts  resulted  because  of  their  dis- 
proportionately  large  share  of  hi<jh  burden  *jf  children* 

As  we  .fcave  noted,  many  would  argue  that  these  payments 
to  lightly  impact^  districts  are  entirely  appropriate.  They\ 
would  note  that  degree  o£  impact  has  nothing  to  do  with  the 
Federal  gpvernmeht's  moral  responsibility  to  compensate  for 
the  burden  it  causes,     They  would  suggest  that  any  attempt 
to  reform  the  present  program  by  reducing  or  eliminating      "  . 
h  these,  payments  would  be  improper  because  it  would  constitute 

i  ' ' 

•  o  689 

FRIC^*.  :  -   


National  Average  (Total) 

Percent  SAT  A  ChilHV^ 
75  -  100 
•  50  -  74 
■  25  -  49 
\  15  -  24    *  * 
10  -  14  - 

'  « 

3       9    '  ' 
Less  than  5 


Payments  no  SmFA  Districts  by  Percent 
*.iAPA  Children  —  1976   (Through  Tier  2),^ 


District' characteristic       '  Pupil 
-  «  (1) 


Dollars     (Millions)  Districts 
<4>       „     (5)  > 


$  26.39  $  10.35  $  12.92 

•  •......U.S.  Ayerage=  (l.OO)* . . 


100.0      ,  $  610.7 


(6) 
4,221 


21.1, 

67.3 

2.0 

12^6 

$  76.8 

99 

;  9.5 

•  17.8  - 

3.9 

9.0 

55.0 

108 

3.5  , 

4.0 

,  3.2 

24.3 

148.6 

407 

1.7 

'  *)l.l 

2.0* 

18.3 

111.7 

480 

"^0.4 

'  1.3 

15.9 

* 

96.9 

567 

0.5 

"0.2 

^  11*8 

69.0  - 

1,247 

0.2 

0405 

0/3 

8.6 

52.6 

1,313 

•       totals.  ,  ^unt^.     These  amounts  arc  excluded  from.SAPA  "A"  and  «&» 

SOURCE;     1976  SAPA  Program  DataVift  •  .  '  ' 

erjc  .     '  63f>    '.      . '  y-;       .:  ^   ;•. : 
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an  abdication  of  the  government's ^responsibility  to  pay  a 
.  share  of  the  oost  of  educating  all  Federal  children. 

.  Others  may  well  find  this  line  of  argument  difficult  to 
accept.    Given  that  priorities  must  be  set  on  Federal  resource 
expenditures,  they  will  questio#  whether  it  is  sensible  or 
-»ise  for  an  Impact  Aid  program  to  compensate- districts  that 
are  not  very  heavily  impacted.    They  will  note  that  distributing 
money  in  such  small  per  pupil  amounts  to  districts  ttot  are   (  ' 
so  lights  impacted  diverts  support  away  from  'districts  that 
have  a  more  legitimate  claim  on  the  program.  ' 

We  think  these  latter  arguments  WiSEiSar  merit. 


•lightly  impacted  districts  should  present  a  relatively  low  , 
,       Federal  priority.     The  case  for  this  position  is  compelling, 
.     especiaily  when  'one  considers. the  consistent  pattern  of  ' 

differences  between  high  and  iow  impact  districts.  • 
.   ,      ,   Eorexanpje,. Table  .9  compares  impact"  Aid' .payments  to  ' 
•-."local  (and  state  plus  local,  revenues  .in  Slstricts  classified- 
by  percent-  Federal  enrollment.    The  table  shows  that  Impact' 
Aid  parents  to  districts  with  low  percentages,  of  Federal 
;   children  are  s'mall  when  compared  with  other  revenues.    Thus,  ' 
in  districts  where  Federalchildren*  constitute  iess  than  five  r 
percent  of  total  enrollment  complete  elimination  of  Jmpact  ' 
Aid  wouid-  require  .offsetting  increases  in. local  revenues  of. 
about  one-half  of  one  percent.    By  comparison,  eliminating 
Impact  ^id  payments  in  the  most  -heavily  impacted  category  of 
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districts  would  require  offsetting  J^dca-l  revenue  increases  of 
over  150  percent.     Clearly,  these* data  indicate  that  lightly  * 
impacted  districts  are  much  less  dependent  on  Impact  Aid  funds 

han  heavily  impacted  ones,  and  Gjoulsl  adjust  to  tlfe  elimination 
or  reduction  of  .these  payments  without_suf fering  any  undue  , 


hardships. 


V 


Table  9.     SAFA  Payments  to  Districts  Classified 
by  Percent  Federal  Children:     SAFA  as 
a  Percent  of  Local  and  State  Plus  Local 
Revenues  —  1976  (through  Tier  2) 


Percent  SAFA 
Children  (ADA) 


Number  of 
Districts 
in  Sample 
"  (1) 


SAFA  $  as  a 
Percent^of  Local 
Revenues 

"  -    (2)  • 


SAFA  $  as  a  ' 
Percent  of 
State  +  Local 
Revenues 
*  (37 


»                 ^        «  v 

*  Total 

2,174 

3.1  1 

1.7,  \ 

75  -  100 

• 

20 

153.8 

56.3 

4 

;  50  -  74 

37 

61.7 

* 

23.3 

25  -  49 

186 

19.  8 

7.9            '  / 

15'-  M 

'  203** 

5.9 

3.1 

-  -  10  -  14 

i 

263 

'  3.1, 

1.6- 

'      5-  9 

639 

*  0.9 

Less  Than 

5' 

826 

0.7 

0 .  4 

SOURCES 

1976 

SAFA 

.Program 

Data  File  Matched 

i 

with  ,1974-1975 

ELSEGIS  Di 

^ta. ' 

.  693 
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Finally,  Table  10  provides  additional  information-  about 
the  nedds  of  different  types  -of  -Impact  Aid  districts.  The 
table  shows  property  wealth  for  districts  in  each  impact^ 

•  category  relative  to  these  districts  *   State  averages.  For 
example,  the  table  indicates.,  that  districts  in  the  highest 
impact  category  havejpnly  about  55  percent  .of  the  average  ' 
property  wealth  for  all  districts  in. their  respective  States, 
A  quick  perusal  o*f  the  information  presented'  indicates  that 

impact  Aid  districts  have  about  average  wealth  overall,  but* 
that  heavily  impacted  districts  show  real  evidence  of  burden 
^  from  loss  of  property  due  t*o  Federal  activity.     On  the  other 
hand,  lightly  impacted  districts  are* generally  at  or  above 
average  in  terms  c-f  property 'wealth.  «  Once  more/  lightly 
impacted  districts  do  nc-t^seem  to  have  been  very  heavily 

burdened *as  a  result  of  Federal  activity.'    Given  these  data, 

*    \  \  * 

one  m^ght*  reasonably  conclude  that,  if  Federal  funding 

\  ■  -  ' 

priorities  must  be  set,  heavily  impacted* districts  whose 

*i  ■  -      \  .  #  • 

burdens^  a?^e  relatively  unambiguous,  are'  much  more  deserving  > 

of  compensation  than  lightly  impacted  ones  whose  burdens "are 

*•  ■  * 


S 


less  apparent^ 


S9t- 
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J  •   '  , 

HISTORY  OP  THE  FEDERAL  OBLIGATION  TOWARD  THE  EDUCATION 
OP  FEDERAL  CIVILIAN  AND  MILITARY  DEPENDENTS 

»» 

, Legislative  histpry  of  the  original  Impact  Aid'  la)^ reveals  that  ' the 
Congress  found  the  laws  of  the  States  and  the*^*1  subdivisions  have, 
through  reliance  on  real  property  taxes,   placed  upon  the  owners  and 
users  of  real  property  an  oblivion  for  ,the  financial  support  of  .public 
education.  .  With  few  inceptions'^ this  obligation  is  consistent  through- 
out the  Nation  and  applies  both  to  residues  and  to  property  used  fofj 
commercial,  industrial,  and  other  private  purposes.    The  Federal  Govern-/ 
ment,  as  an  employer,  has  recognized  an  obligation  £or  the  education  of' 
the  children  of  jits  employees  for  many  years.    However,  as  an  owner  Of 
/tax-exempt  real  property,  the  Federal  Government,  had  not,  before  1950> 
(   accepted  "the  responsibility  of  the  normal  citizen  of  a'  community"  for 
\the  financial  support  of  public  schools.     The  Impact  Aid  Program  was 
originally  designed  as  a  device  for  complying  with  that  obligation  with 
respect  to  real  property  owned  by  the  United  States.*^ 

Prior  to  195(£,  tile  Federal  Government  'liad  i^o  established  comprehensive 
policy  for  educating  dependents  of  its  employees.  Instead,  various 
Federal  agencies  made  ad  hoc  attempts  to  educate  their  employees' 
Children,  in  some  cases,  an  agency  provided  opportunities  for  education., 
%  at'  public  expense  for  all  children  living  on  specific  properties.  In' 
Other  cases,  children  residing  on  federally-owned  property  were  required 
to  pay  tuition  to  local  educational  agencies.  In  still  other  cases, 
State?  and  localities  permitted  federally-connected  'children  to  attend 
local  public"  schools.  However,  there  were  also  cases  in  which  fed- 
erally-connected children  were  afforded  no  opportunity  to  attend  public 
school  at  all.-'  '       *  • 

History— Prior  to  1940 

„  tfhe  United  States  *  Constitutions/gives  the  Federal  Government  the  right 
"to  exerci^exclustve  jurisdiction"  over  all.  property  purchased  by  the 
Federal  Government  for  military  purposes.  Therefore,  when  the  Federal 
Government  exercises  exclusive  jurisdiction, *  local  communities  are 
relieved  of  responsibility  for  providing  public  services,  including 
education,  to  the  residents  Of  the  ceded  or  purchased  lands.-' 


1/    H.R.  Rep.  ltofp  2287,  81st.  Cong.,  2d  Sess.  1,-11  {1950). 

2/  .  Legislative  Reference  ^Service,  Library  ofl  Congress^  Education  of 
ChjLldr.en  Living  on  Federal  Reservations  and  in  Localities  Particu- 
larly Affected  by  Federal  Activities,  Senate  Committee  on  v Appropri- 
ations, 81st  Cong.,  1st  Sess.  2  {Comm.  Pyint  1949)  [hereinaf 
cited  as  1949  Comm. ^ Print] . 
*  3/    0.^.  Const.,  art.  I,  SB,  cl.  17. 

4/    Catherine  Ehrmantraut  Martini,  A  Study  of  ^he  Effect  of  Fede/al  Gov- 

•  >  ernment ;  Installations  on  School  Facilities  in  Selected  Areas  8 
7l948)     {unpublished   M.A,  " thesfs   in   American   Uniyersity  Library) 
thereinafter  cited  as  Martini). 
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The  War  Department  was  the  first  Federal  department  to  recognize  the 
need  for  public  schools  for  its  employees -and  to  apprise  the  Copgress  of 
that  nee£.— '  In  1821  the  Congress  ena'cted  into  lav^  regulations  providing 
for  a  system  of  publip  schools  .for  military  dependents,  which  were 
commonly  known  as  post- schools.— These  regulations, 'compiled  by  Major 
General  Winfield  Scott,  provided  for  financing  and  administering  civil 
activities  including  education  for  children—  and  remained,  jwith  minor 
changes,  in  effect  for  the  next  100  years. 

In  1922,  direct  appropriations  tor  military  post  schools  were  discontin- 
ued. The  only  educational  facilities*  for  military  dependents  directly 
*  supported  by  Fede'ral  funds  (within*  the  United  States)  from  1922  until 
the  -National  Defense  Program  of  '1941  were  those  facilities  for  West 
Point  personnel  and.$  small  number  of  Navy- financed  schools,  which  were 
initiated  in  1917.—  ' 

It  is  worthy  to  note,  however,  that  during  this  interval  one  State  set 
legal  precedent  in  addressing  the  responsibility  of  educating  military 
dependents.  In  1841,  the  Supreme  Court  of  Massachusetts  ruled  that 
State  and  local  gqvernments  are  not  responsible-  for  educating  children 
-  living  on  reservations  under  the  sole  jurisdiction  of  the  Federal 
Government. .  The  Cour<t  %said  that  persons  who  reside  on  lands  purchased 
by  or  ceded  to  the  Federal  Government  for  militaily  purposes  were*>not 
Entitled  to  educational  benefits  of  the  "common  schools*  in  the  locality 
where  the  military  establishment  was  located..  At  the  aape  time,  how- 
ever, tho^e  persons  were  guaranteed  exemption  from  taxes.— 

In  1931,  the  National  Advisory  Committee  on  Education  was  organized  to 
review #the  activities  and  policies  of  the  Federal  Government/concerning 
the  education  of  children  on  Federal  reservations.  The  .Committee  study 
revealed  that  the  Federal  Government  lacked  a  comprehensive  policy. 
Elaborating  on  their  findings,  the  Committee  stated  that  nearly  every 
department  of  the  Federal  Government  managed^ schools  for  training  its 
own  personnel  under  its  own  departmental  jurisdiction,  •  Different 
departments  performed  similar  services  and'  thence  was  considerable 
overlapping;  there  ^as 'little,  if  any,  cooperation  qz  coordination  of 
efforts.  The  Committee  concluded  that  consolidation  of  administrative 
authority   over    educational    activities   serving   the   same   purpose  was 


5/  Lloyd  E*  Blauch  &  William  L.  Iverson,  Education  of  Children  on 
Federal  Reservations,  Staff  Study  No.  17,  The  Advisory  Committee  oil 
Evocation  19  (1939)  -  [hereinafter  cited  as  Blauch] . 

6/    Act  of  March  2,  1321,  35  Stat;  616. 

2/    Blauch,  supra  note  5',  at  20-22. 

1949  Comm.  Print,  supra  note  2,  at  6-7. 

J/*  Martiniy  supra  note  4,  at  Preface. 

9/    Id.  8, 

*      1949  Comm.  Print,  supra  note  2,  at  3. 
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preferable,  #  The  Committee  refeommended  the  establishment/ of  an  Irfter- 
depactmental'  Council  on  Education  to  coordinate  the  policies  and  prg^ 
cedures  of  the  disparate  ?edefal  education  activities  and  'the  establish 
ment  of  ^  i)epartment  of  Education  with  a  Secretary  in  the  President's 
Cabinet, — 'The  Committee  also  recommended  that  the  Federal  Government 
"assume  direct  responsibility  for  the  education  of  children  living  on 
Federal ^reserve  Sreas,  districts,  or  reservations,  providing  educational 
facilities  at  approximately  the  standards  maintained  generally  by  the 
States.—' 

»  ,  * 

Thereafter,  during  the  J930's,  federal  agencies,  including  the  Tennessee, 
Valley  Authority,  the  Veterans'  Administration,  the  Army  Corps  of 
Engineers,  -and  the  Departments  of  Commerce,  Interior,  ^and  Justice, 
provided  directly  *or  indirectly  for  the' education  of  their  employees' 
dependents.  Recognizing  "the  direct  relationship  between  rectuitment  of 
personnel  and  the  availability  of  public  school  facilities. .. ,*  the 
administrators  of  the  Federal  Bureau  of  Reclamation' made  specific 
provisions  in  their  contractual  bids  for  construction  work  "to  assure 
educational   arrangements   for   .[dependents   of]    their  employees..:."—' 

Expansion  of  Federal  activities  during  this  period  brought  into  the 
bureacracy  many  people  with*  school-age children;  the  number  of  civilian 
employees  rose  from  6OO,GQ0s  in  1933  to  more  than  a  million  in  1940. 
Many  of  these  employees  were  assigned  to  work  or  to  live  on  tax-exempt 
property^  At  the  same  time,  depression  conditions  had  caused  a  reduc- 
tion in  lpcal  tax  reveaues>  and  many  local*  educational  agencies  faced 
financial  difficulties;-^  . 

19  1937, Nearly  21, QQff*  sqhool-age  children  were  reported  associated  with 
620  reservations  and  projects  >  the  48  States.  Army  posts  and  naval 
stations  were  the  homes  of  71  perbent  of  the  children;  some  15  percent 
were  at  reclamation  projects;  and  nearly  five  percent  were  at  treatment 
facilities.  The  others  were  at  lighthouse  stations;  navigation,  flood 
control,  and  power  projects;  national  parks;  bisons;  fish  hatcher lesm 
and  soil  conservation  projects  on  public  lands.—' 

Concerned  with  the  educational  problems  of  these  federally-connected 
children,  President  Roosevelt  appointed  the  Advisory  Committee  on 
Education   in   1937.      The  Committee  -made  the  following  recommendations 


10/  1949  Comm.  Print,  supra  note  2,  at  15-16. 
11/  Martini,  supra  note  2,  at  15-16. 

J2/  Id.  24.  5 
XV  DaviS.  S."  Hill  k  William  A.  Fisher,  Federal  Relations  to  Education; 
Report  to  the  National  Advisory  Committee  on  Education  41-44, 

261-269   (1931).  "  '  

14/  Blauch,  supra  note  5,  at  1 71-173%  217-218.  - 
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concerning  the  education  of  children  of  Federal  employees  residing  on 
Government  reservations: 

1.  The  Congress  should  establish,  a  permanent  w  policy  by  , 
which  all  children  of*' Federal  employees  residing  on  a' 
Federal  reservation  or  at  a  foreign  station*  will  be  assured 
the  right  to  an  education*  Sufficient  •  funds  .  should  be 
appropriated .to  obtain  or  provide  fot^thpse  children. school 
\  facilities  free  from  tuitional  costs* to  the  individual  and 
I        comparable  in  quality ,v  so  far  as  possible,   to  the  public 

schools  maintained  by  the  States,  '  * 

2*  Since  it  will  be  necessary  to  vest  Some  administrative 
agency  with  considerable  discretion  as  to  the  procedures  to 
>  be  followed  in  providing  or  obtaining  the  use  of  suitable 
facilities ,  the  v appropriations  (other  than  those  for  the 
Panama  Canal  Zone)  sjbould  be  made  in  a  lump  sum  to  the 
United  States  Office  of  Education****** 

3,  .Wherever  it  is  at  all  possible,' public  schools  should  be 
used  for  the  education %xof  children  residing  on  Federal 
reservations,  even  if  'the  extensive  use  of  transportation 
is^reguired.  In  other  "cases,  it  may  be  possible  to  make 
sufefiSle  arrangements  \ with  adjacent  school*  jurisdictions 
for  the  operation  of • sdhoois  on  the  reservations.  , In  a  few 
cases,  a  federaily-*opeirated  school-  or  school  services  of  ^ 
some  kind  will  probably  be  necessary*  In  those  cases,  the 
Office  of  Education  should  allocate  funds  to  the  Federal 
agency  or  agencies  having  control  over  the  respective  ^ 
reservations,  and  the  responsible  Federal  officials  sfiould 
maintain  the  schools  unqer  the  general  supervision  of  the 
Office  of  Education. 

.  4*  The  Office  of  Education  should  be  authorized  to  e£tab- 
.lish  general  policies  and  the  necessary  regulations  for 
administering  ^he  funds.  It-should  be  required,  however, 
to  consult  with  an  advisory  committee  made  up  of  represent- 
atives from  the  several  departments  and  agencies  in  which 
need  exdslj|^fof  school  facilities  for  the  children  of' 
employees. — • 

In  sum,  prior  to ' the  National  Defense  Program,  Federal  funds  were 
provided  for  educational  purposes  in  connection"  with  Federal  property, 
either  directly  or  indirectly,  in  the  following  ways: 

N.  *  \  ** 

o  Direct  appropriation  for  maintenance  and  operation  of  "on  station* 
schools — one  Army  (West  Point)  and  three  Navy; 

*  Direct , appropriation  to  Federal  agencies — e.g.,  Farm  Security 


15/  1949  Comm.  Print,  supra  note  2,  at  17. 
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Administration  and  FlSeral  .Bureau  q£  Reclamation— £oxs  construction  pf 
school  facilities;  * 

•  Hicome   from  Federal  property,   e.g.,    in-  connection  with  oil  and 
mineral  leasing  and  grazing  lands?  and 

*'    '  »  •  i 

•t  Payments  in-lieu  of  taxes,   e.g. ,['  oil -slum  clearance  .and  low-rent 
housing  projects .-^  /  .  •  » 

The  National  Defense  Program  .• 

The  National  Defense  Program,  initiated  in  1940-,  was  a^eomplex  and' 
inadequate  method  of  assuring  that  educational  facilities  would  -be 
available  to  the  millions _of  people  that  were  recruited  and  settled  in 
isolated  areas  in  connection  with  expansion  of  Federal  activities.—' 

New  spurts  of  Federal  employment  expansion  followed  the  outbreak  of  war 
in  Europe  in  1939#  and  the  initiation  of  major  military  and,  land-lease 
programs  in  1940.  ^Army  contracts  and  military  establishments  attracted 
>  new  residents  to  many  communities.    At  the  same  time  Federal  activities 
t  were  increasing  the  school-age  population  in  many  communities,  acquisi- 
tion of  property  by  the  Federal  Government  for  defense  purposes  took  • 
^portions  of  the  tax  base  from,  many  local  educational  agencies.—' 

Thousands  of  workers  and1  their 1  families  moved  to  defense'  production 
centers  and  .expanding  military  installations  in  the  late  1930's, 
Through  the  Lanham  Act,  approved  October  14,  1940,  Congress  provided  for 
construction   of    federally-owned    "war    housing"    in   these  overcrowded 

defense  areas.     The  Congress  did  not,  however,  provide  for 'educational  

facilities  for  tlie^penderits  of  the  employees  residing  inWar  housing-, 
leaving  this  respdQtybility ^to  local  educational  agencies.  The  Lanham 
Act  states  that  Federal  ownership  of  war  housing  is  not  exclusive;^' 
States,  therefore,  exercised  concurrent  jurisdiction  over  the  properties 
purchased  by  the  Federal  Government  for  defense  housing  purposes. 
Consequently,  residents  were  entitle^  to  benefit  from  the  public  school 
system.^  *  . 

In  the  Lanham  Act,  Congress  also  recognized  the  financial  burden  that 
would  be  imposed  locally  through  the  construction  of  housing  and  pro- 

■        ■   /  .  m"  '  * 

1$/  Martini,  supra  note  4,  at  26-27. 

iZ/  Labovitz,VAid  fot  Federally  Affected  Public  Stehools  15  (1963) . 

IS/'!**'  13«      4 '  \  '       ©  :  ' 

12/  ^nham  Act/  Publ  L»  ,No.  76-849,  76th.  Cong.,  3d  Sess.,  SS1-14,  54 
Stat.  1125-1128  (1940)  [covering  October  14,  1940  through*  June  30, 
1941]  .{amended  by  Lanham  Ac tm Title  X,   Pub,.  L.  Uo.   77-409,   77th  * 

#  Cong.,  2d  Sess.  SS1-9*  56. Stat.  11-12  (1942)}. 

20/  Johnson  v.  Morrill,  >8£  P. 2d  873  (1942).  ^ 
State  v.  Cocoran,  128  p. 2d  999  (1942). 
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vided  for  payments  in-lieu  of  taxes.  The  Congress  ^n^ted  that  while 
individual  residents  would  be  subject  to, State  and  iocal  taxes,  Federal 
ownership  of  real  property  would  prevent  the  imposition  of  ad  valorem 
taxe/s  against  the  land  and  housing, — ' 

In  1941,  the  Congress  toended  the  Lanham  Act  to  authorize  the  Federal 
Wdrks  .Administration,  to  *5iake  loans,  or  grants,  or  both"  to  maintain  and 
operate  school  ^facilities  in  federally-affected  areas  for  fcfee  next  five 
years.      The  basis  for  this  provision  was  to  aid  the  war   effort, — 

The  'Lanham  Act  as  originally  enacted  was  int,ende<3  to  address  housing 
problems  caused  by  wartime  activities,.  In  1946,  after  the  war,  however, 
the  Congress  again  amended  th^%Lanham  Act  to  authorize  Federal  aid 
for  one  more  year  in  order  to  assist  educational  facilities  and  communi- 
ties during- the  transition  tft  peacetime, — '  .*  " 

t 

The  following  table  shows  audited  allotments  for  maintenance  and  opera- 
tion o|4  schools  under  the  Lanham  Act,  by  school  y^ar  and  by  Source  of 
funds, —  j 


School 

-  Number  of 

Allotments  for 

Schools 

Year 

Proigp*% 

Total 

Local 

Lanham"  Act 

* 

Funds 

Funds 

1941-42 

,  310' 

$  2,9*37,444 

* 

$  2,937,444 
$  4, 77$, 959 

X 

1942-43 

407 

$41,130,004 

$36,351,045 

1943-r44 

385 

$54,417.,  170 

$44,590,301 

$  9,826,869  • 

1944.-45 

408 

$79,843,960 

$66,912,635 

$12,931,325 

194S-46 

361 

$87,853,800 

$74,715,086 

$13,/I38,732 

—  *   Local  funds" "trot  reported  regularly  this  year; —  

In  the  early  yeaars  following  the  war,  the  'Federat  Works  Administration 
and  the  Departments  of  the  Army"  ^nd  the  Navy  recognized  the  need  for 
continued  funding  o'f  those  schools  that  had  received  assistance  during 
the  war,  some  of  *  which  •  received  assistance  under  th£  Lanham  Act,  In 
1946, -the  Congress  passed  legislation  authorizing  the  Army  and  the  Navy 
to  provide  assistance  to  schools  affected  b%  Federal  activities.  The 
legislation  recognized  that  large  nuiabers  of  children" living  op  tax-free 
government  reservations  constituted  a  continuing  problem  for  some  local 

21/  J*anham  Act,  Pub,  Ll  Ho,  .76-849,  76th'  Cong,,  3d  Sess,,  S9,54  Stat, 
1125-1128  (1940)  (amended  by  Lanham  Act,  Title  I,  Pub.  *L%  No, 
77-409,  77th  cfong,,  2d  Sess,,  S8,  56  Stat,  12  (1942)), 

22/  Lahham  Act,  Title  II,  as  amended ,  by  Pub.  L.  No,  .77-^37,  77  th  Cong,, 
1st  $ess.,  S3,  55  Stat,  361-363  (1941)'  [covering  June '  28,  1941 
through  Jun§  30,  1946].  *  , 

23/  Lanham  Act,  "Title  II,  as  amended  by  Pub,  L,  No,  79-462,  t79th  Cong,, 
2d  Sess.,  60  Stat,  314  (1946)  (covering  June  26,  1946  through' June 
30,  1947] .  %  *  ' 

24/  1949  Cdmm,  Print/  supra  note  2 ,  at  8 . 
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educational  agencies  for  which  the  Federal  Government  hac^jfeome  responsi- 
bility, A  study  conducted  by  the  O.S.  Office  of  Education  in  1947 
concurred,  resulting  in  general  agreement  on  a  proposal  to  the  Congress 
whicH  recognized  the  need  for  emergency  assistance  to  local  educational 
agencies  because  of  problems  growing  out  of  wartime  activities  andt 
continuing  problems  result ing* from  peacetime  activities. 

Instead  of  evolving  a  .toig-term  plan  to  assist  local  educational  agen- 
cies in  educating  federally-connected  children,  as  proposed  by  the  U.S. 
Office  of  Education,  the  Congress  merely  authorized  appropriations  in 
1947,  .under  the  Landis  Act,  to  the  •Federal  Works  Agency  to  continue  for 
one  more  year  assistance  to  those  schools"  that  had  received  Federal 
assistance  the  preceding  year  and  were  still  in  need.'—'ln  1948,  the 
Act  was  amended  to  continue  for  another  year  assistance  to  those  schools 
that  had  received  help  the  preceding  year  and  were  still  in  need,  and 
to  assist  new  schools  in  need  because  of  expansion  or  reactivation  of 
defense  installations  or   operation  of  new  defense"  establishments*—' 

♦ 

Some  of  the  other  Federal  agencies  given  congressional  authorization  to 
assist  local  educational  agencies  in  some  fashion  during  the  194jJ£s^ 
included:  (1)  the  Public  Housing  Authority,  authored  t<?make  payments 
in^lieu  of  taxes  for  real  property  under  -its  jurisdiction  (PubliJ  Law 
849,  76th  Congress)'?  (2)  the  •  Atomic  Energy  Commission,  given/broad 
authority  to  construct,  maintain,  and  operate  schools  on  its  reserva- 
tions and  in  communities  adjacent  to  its  reservations  (Public  Liw  585, 
79th  Congress^;  and  (3)_  the  Reclamation  Bureau,  Interior  ^Department, 
authorized  Jf>  assist  local  educational  agencies  with  new  plant  facili- 
ties and  maintenance  and  operation  funds,  butLjDnly  during  the  period  of 
construction  (Public  Law  835,  SOth  Congress),^/  —  — — ^ 

By 'the  late  1940's,  at  least  ten  different  Federal  agencies^had  been 
given  the  — 


authority  to  provide  Federal  assistance  for  'some  kind  of 
support  of  local  educational  authorities  affected  by  their 
activities.  This  legislation  differted]  in^pplicy,  author- 
ity, and  detailed  provisions  from  one  agancy  to  another  and 
application  of  the  legislation  often  differted]  between 
branches  and  bureaus  within  the  same  agency.  The  result 
[was]  that  there  [was]  no  uniformity  *in  this  program  on  the 
Federal  level.—'  p 
  '  *  \ 


25/  Id.  10.  • 

Landis  Act,   Pub.   L.   No,   80^317,   SOth-  Cong;,   1st  SesS.,   61  Stat. 

716-717  (1947)  [covering  August  1,  1,947  through  June  30,  1948], 
26/  L'andis  Act,   Pub.   L.   No.'  80-837,   80th  Cong.-,   2d  Sess.,   62  Sta%. 

1110  (1948)   [covering  June  29,  1948* through  June  30,  1949]  (amending 

61  Stat.  716-717  (1947)). 
27/  1949  Com.  Pr*nt,  supra  note  2,  at  12-13. 
28/  See  Attachment  I,  infra. 
29/  1949  Comm.  Print,  supra  note  2,  ^  15. 
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Comprehensive  Policy  Proposals 


•  30/ 

A  number  of  similar  bills-—  proposing  a  comprehensive  policy  for  the 
education  of  children  residing  on  Federal  properties  and  in  communities 
overburdened  With  educational  problems  as  a  result  of  Federal  activities 
were  introduced  in  the'Eightieth  Congress  in  1947.  Although  these  bills 
were  not  passed,  they  are  ah  immediate  historical  precedent  for  the 
Impact  Aid  law.     A  "summary  of'  their  purposes  and  provisions  follows. 

9 

The  proposals  established  a  comprehensive  Federal  policy  and  plan  for 
the  education*  of  children  on  Federal  reservations  and  other  federally- 
owned  property  on  which  n^tax  equivalents  are  authorized  and  included 
among  other  provisions  tfia?'*{1)  local  control  shall  be  strictly  main- 
tained; (2)  the  Commissioner  of.  Education  shall  arrange  vfor  the  free 
public  education  of  .all  school-age  children  residing  on  nonsupporting 
Federal  proper ty/by  entering*  into  agreements  with  State  and  local 
educational  agencies;  (3)  that  the  Commissioner  may  not  enter  into  such 
an  agreement  *Gtth  a  local-  educational  agency  without  approval  of  the 
State  educational  agency;  and  (4)  educational  opportunities  provided 
under  this  proposal '  shall  be  equivalent  to  those  «pscvided  other  chil- 
dren in  the  State  or  locality.  >  A  method  of  determining  payments  was 
included.  ) 

The  bills  fecsther  authorized  temporary  financial  assistance  to  State  and 
local  educational  agencies  in  furnishing  free  public  education  to 
school-age  children  living  in  Federal  war-housing  projects  iA  which 
payments  in-lieu  of  real  property  taxes  were  made  but  were  inadequate 
for  the  support  of  free  public  education  of  the  children  residing 
thereon.  Provisions  .  included"  that  the  bills  apply  with  respect  to 
agreement?  entered — into — except — that  the  amouat — of — any  -payment  made — 


pursuant  to^  such  an  agreement  should^An  no  case  exceed  the  actual 
Jeficit  accrued  by  the  State  or  local  educational  agency  provid- 
ii^K-the  education.  ,  *  V 

Anot hS^pVpvi s ion  authorized  temporary  financial- ^asistance  to  local 
educational  agencies  furnishing  free  public  education  to  school-age 
children  in  local  school  districts  overburdened  with  war-incurred  school 
enrollments.^  «■  -  % 

h 

All  of  the  projpcsed  bills  were  to  be  administered  by  the  Commissioner  of 
Education  under  the  directipn^and  supervision  of  the  Administrator  of 
the  Federal  Security  Agency. — ' 

The^hatiorial  Council  of  Chief  State  School  Officers  issued  a  recommenda- 
tion on  the  aforementioned  bills,   which  proposed  to  provide  for  the 


30/  The  bills**  ffitroduced   in  the  Eightieth  Congress  relating   to  the 
education  of  federally-connected  children  were:  S.  1011 ,  H.R.  2650/ 
H.R.  2652,  H.R.  2653,  H.R.  2669,  *H.R.  2743,  *nd  H.R.  3145.  m 
31/  Id.  18-194, 
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education  of  children  on  Pederal  reservations  and  other  federally-owned 
property  not  subject  to  State  or  local. taxation,  and  for  other  purposes. 
The  recommendation  read  in  part: 

*  #^ 

Prom  the  viewpoint  of  officials  responsible  for  the  admin- 
istration of  State  school  systems, .. .J the]  proposed  legis- 
lation. .  .provides  the  means  by  whictj,  the  Pederal  Government 
shduld  assume  definite  financial  responsibility  for  /  the 
education  of  children  living  on  Pederal  reservations  ^aj^ 
other  federally-owned  property. 

The  billfs]  [are]  In  keeping  with  sound  fcducation^polfcy. 
[They  are],  consistent  with  fundamental  .principles,  which 
should  govern  proper  Federal-State  relationships  in  educa- 
tion... [and  are]  free  from  objectionable  Pederal  controls 
ovQr  State  and  local  school  systems.  {They  meet]  long-felfc 
and  well-substantiated  need.  The  administration  of  the 
act[s]  is  properly  placed  in  the  United  States  Office  of 
Education* 

. .  -  "  V 

[The  proposed  legislation]  represents  a  unified  approach  to 
aiv  educational  problem  of  great  concern  to  some  14  Fede'ral 
agencies  and.to  many  states  and  localities.  It  would  solve 
[the]  problem... [of ] ...many  different  policies  and  separate 
plans  of  administration.  It  seeks  to  establish  a  broad, 
comprehensive*  policy  for  discharging  the  specific  obli- 
gatlons^hich  it  authorizes  the  Pederal,  Government  to' 


assume  *- 


The  Eighty-firdt  Congress  saw  the  introduction  of  many  more  bills^ 
that  autflqrized  payments,  through  the  Pederal  Works  Adminstration,"  to 
local  educational  agencies  to  provide  education  fot  feder'aJLly-connected 
children,  and  prescribed  terms  and  conditions  of  grants  for  construction 
of  school  facilities r  as  well  as  one  bill  which  ptpvided  for  payments 
in-lieu  of  taxes*  {H.R.  445).  Opon  consideration  of ,  these .  bills, 
House  Committee  on  Education  and  Labor  decided  to  study  the  matter  prior) 
to  authorizing  any  of  the  proposed  permanent  legislation.  y/ 

The'  Committee  held  hearings  .in  Washington,  D.C. ,  and  conducted  field 
investigations  in  23  locations  in  16  States,  through  which  they  received 
testimony   from  approximately   600  witnesses   In   42   States   as   well  as 


32/  Id.  17-18. 

33/  Several  of  the  bills  Introduced  in  the  Eighty-first  Congress  were 
comparable  to  S.M011,  which  was  proposed  in  the  Eightieth  Congress, 
to  wit:  H.R.  2287,  H.R.  '2422,  H.R.  .2427,  H.R.  2441,  H.R.  2577,  H.R.- 
2611,  and  H.R.  3395.  Other  bills  Included:  S.  13,  S.  834,  S.1085, 
*S.  1243,  S«  1263,  H.R/  554,  H.R.  1972,  H.R.  2423,  H.R.  2617,  H.R. 
3230,  and' H.R.  3487;  some  of  which  were  identical. 
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supplementing  their  findings  by  *  statistical  study.    They  found  that  ~ 

/basically^ Federal  activities  place  a  financial  burden  v 
on  adjacent  districts. ♦ ♦{because]  Federal  ownership  of 
property  reduces  local  tax  income  for  school  purposes. . . 
[and*  because  a]  Federal  project  or  activity  causes  an  in- 
flux of  persons  into  a  coiamiriity,  resulting  in  an  increased 
number  of  children  to  be  edudated*— ■ 

A  total  of  4 10  local  educational  agencies,  representing  approximately 
two-thirds  to  three-fourths  of  the  federally-affected  districts  in  the 
country,  were  included  in  the  study.  While  they  reported  an  increase  in 
enrollment  of  more  than  70  percent,  "the  number  of  children  [who  re- 
sided] on  Federal  property  and  the  number  wifbse  parents  [w^re]  employed 
on  nontaxable  Federal  proper ty*.* represent [edj  a  several  hundred  percent 
increase,  in  the  number,  of  school  children  since  the  beginning  of 
WWII,* — 'The  statistical  data  also  demonstrated  a  comparable  increase 
of  approximately  200  percent,  or  $171  million,  in  the  cost  of  orating 
schools  in  those  districts*  This  is  notwithstanding  the  fact  that  if 
the  "250  million,  acres  of  federally~owaed  property  in  those  districts 
were  assesaed-*4nd*  taxed  at  the  current  rates,  the  property  would  yield 
over  $193  million  per  year  for  operating  expenses  of  schools. 

The  Ccaunittee,  therefore,  found  that  *[w]itbout  continued  Federal  help, 
more  than  1 .8  million  children  in  federally-affected  areas  [would] 

not  receive  normal  school  services*" — 


After  full  consideration  of  "the  findings,  recommendations  and  proposed 
legislation  resulting^ ran  the  study,  the  Committee  "unanimously  report- 
ed H.R*  7940*  which  was  late*  passed  by^tfte  Congress  as  Fablie  Law  874. 

The  House  Committee  observed,  in  'their  report  on  H.R.  7940,*  that -the 
"U.S.  has  become  an  industrialist,  landlord,  or  a  businessman  %n  many 
communities"  by  owning  and  using  land  within  those  dommunTH^es,  How- 
ever, since  the*  land*  is  tax-gxempt,  the  Federal  Government  has  not 
accepted  "the  responsibility  of  the  normal  citizen  in  a  community"  to 
meet  its  financial  obligation  to  support  public  schools  under  the 
■  existing  school  finance  laws  of  the  States,  » 

Consequently,  the  Congress  enacted  Public  Law  874  as  a  device  for 
Federal  compliance  with  the  obl£j3£±on  of  landowners  to  support  public 
education.  \  / 

'—  ,  -  *\ 

34/  H.R.  Rep'.  2287,  81st  Cong./?  2d  Sess.  3-4  01950). \ 
35/  Id.  6.  V 

M/  id.  f  * 
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The  following  table  outlines  the  estimated  -funds  for  the  education  of 
children  living'  on  Federal  reservations  and  in' localities -particularly 
affectedly  Federal  activities  prior  to  the  Impact  Aid  Program.-7'  * 


Dcpo?  Intent  of  f^xnct  af*U, 


V  rt^M  of  crofts  tics. 


OtdnAA  ft  ............. : . 

Vsfban  I  irekz...... 

Mtf^t  CTps.....  

Jib  7a^&...  ._...„„ 

L^r*U?  nr.**£?  Con"-  Iv'th.  _ , 


KdncU'os  of  d^p«*kRt£  cf  rnlillsnr  snd  citHi*3 
pwiotj^M  oilicf  ifcau  Ki  occupied  arr%*, 

Education  of  i*?f*ndents  of  mHlisrf  ami  drHfen 
ItfTJonnd  jjoiht  Un'  r  iver  and  nar  bor  nrt. 

EducoU     of  drfTfrdrnl*  of  niiUury  *n*I  dvftbn 
penoni*d  oa  prc;ccU  under  i*ie  fiwi-cvntroi  act, 

Edu«lkm  of  dwndcnts  of  military  sod  rfr fllia 
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Haroldis,  Rogers,  Jr.,  Chairman  of  the  Commission  on  the  Review  of  the 
Federal  Impact  Aid  Program,  votes  in  supj>ort  of  the  Commission's  report 
on   the  administration  and  operation  of '  the  impact  Aid  Program.      He  * 
endorses  the  Commission's  conclusion  that  the  Impact  Aia  Program'  is  a 
well-warranted  program  worthy  of  being  continued!  \  <; 

In  the  Chairman's  view/  however,  two  specific  elements  of  the  Commis- 
sion's formula  for  determining  impact  Aid  entitlements  result  in  pay- 
ments which  are  too  generous.  That  generosity  increases  the  total  cost 
of *the  Impact  Aid  Program  and  diminishes  the  likelihood  that  the  program 
will  be  fully  and  fairly  funded. 

Also,  the  Commission' a  recommendations  do  not  provide  for  an  absorption 
of  federally- imposed  costs  by  districts  wealthy  enough" to  do  so  without 
incurring  unduly  onerous  financial  consequences.  In  the  Chairman's 
view,  an  absorption  provision  is  mandated  by  the-premise  that  Impact  Aid 
is  necessary  when  federally-imposed  financial  burdens  threaten  the 
integrity  of  l9cal  school  districts.  Furthermore,  an  absorption  provi- 
sion" would  lower  the  total  cost  of  the  impact  *Aid  Program,  which  would 
increase  the  likelihood  that  the^  program  would  *be  fully  and  fairly 
funded.  ■ 

'Thus  the  Chairman  offers  three  supplementary  suggestions  which  the 
ultimate  policymakers— the  Congress  and  the  President— toay  rely  on  in 
fashioning  the  Impact  Aid  Program,  These  suggestions  are  not  intended 
to— and  in  fact  do  not— taRS  away  from  the  Chairman's  support  of  the 
substance  of  the  Commission fss  report.     In  fact,  the  supplementary 

.  recommendations  are  offered  because  the  Chairman  believes  they  enhance 

th^potentlal  success  of  fchft  rsmmi  e*i*n*  $  re??ggended  program,  

- 

Each  of  the  Chairman's  suggestions*  is  based  "on  the  notion  that  Impact 
Aid  payments  are  compensation  for  federally- imposed  financial  burdens* 
As  such,  the  payments  should  correspond  to  those  burdens.  In  the 
Chairman' s<  view,  actual  costs  incurred  by  a  school  district  approximate 
that  district's  financial  burdeti.  Thus,  the  Chairman  considers  Impact 
Ai4  payments  should  correspond,  at  least  roughly,  to  a  district's  actual 
costs.  *  1 

It  has  been  argued  that  there  are  "hidden"  or  "additional"  coats  asoci- 
atedwith  federally-connected  children.,  These  hidden  costs,,  it  is 
argued,  warran.t  basing  Impact  Aid  payments  oiran  amount  which  exceeds 
actual  district  costs';  This  reasoning  is  used-  to  support  the  CommiST 
siori's  recommendation  that  Impact  Aid  payments  be  determined  by  refer- 
ence to  an  "adequate  level  of  education"  standard  which  is  designed  to 
exceed  actual  local  costs  in  most  districts.       -  ^ 
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If  it  is  considered  that  Impact  Aid  need  not  necessarily  reflect  actual* 
costs  in  a  district,  then  the  Chairman's  suggestions  are  not  appropri- 
ate. To  those  who  believe  Impact  Aid  payments  should  correspond  to 
actual  costs,  'however,*  the  Chairman's  suggestions  may  provide  a 
basis  for  streamlining  the  Commission's  generous  but  otherwise  well- 
recommended  program* 

The  Chairman  suggests  alternative  lines  of  reasoning  regarding:  (1)  the 
use  of  the  national  average  per-pupil  expenditure,  (2)  the  use  of  the 
floor  of  one-half  State  perrpupil  expenditure^  below  which  Federal 
contribution  per  child  cannot  fall,  anc^  (3)  an  absorption  provision*  A 
presentation  of  each  of  these  follows. 

Majority  Recommendations.,  The  Commission's  formula  for  computing 
entitlement  relies  on  the  following  principles,  as  spelled  aut  in  its 
Report:      %  i  N 

-  jL  *  < 

A  local  educational  agency  should  be  compensated  on  the 
basis  of  a  consideration  of  the  benefits  conferred,  and  the 
burden  placed,  upon  it  by  Federal  activities;  . .  #  in 
%  ^determining  the  amount  of  burden,  the  following  should  be 
taken  intt^  consideration* 

(a)  loss  of  revenue, 

(b)  cost  of  providing  an  adequate  4evel  of  education, 

(c)  the  fiscal  benefit  of  Federal  activities,  and 

(d)  the  obligation  a  landowner  *  an3  user  has,  as  such, 
under  school  finance  laws  of  the  State.— 


The  report  continues: 

The  basic  theory^  is  for  the  Federal  Government  to^pay  an 
appropriate  percentage  of  the  local  share  of  the  cost  of 
providing   an   adequate   level 2  of   education,   as  determined 
i       under  the  laws  of  the  States,—  * 


Ttje  report  concludes  that  a  method  of  ^computing  local  share' 
better  than  referring  to  comparable  dSstricts  is  one  which: 


which  is 


determine [s]   wha£  the  non-local  share 


then  de^m[s]  the  remainder  to  be- local...— 


o^the  cost 


is  and 


f 


yj    Commission  on  the  Review  of  the  Federal  Impact  Aid  Program,  Depart- 
%  ment  of  Education,  A  Report,  on  the  Administration  and  Operation  of 
Title  13? of  Public  Law  374,  Eighty  First  Congress  3€6   (1981)  [here- 
inafter cited  as  Report] .  *~  t 

%J    Report,  supra  note  1,  at  .     [The  Supplemental  Views  were  written 

before  preparatiory^of  the  Report  in  its  final  form.  As  a  result, 
some  of  the  passages  quoted  in  the  Supplemental  Views  no  longer 
appear  in  the  text  of  the  Report. 
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The  Commission1*  'actual  recommendations  on  amount  of  compensation^pro-  " 
vide  for  payment  based  on  the  Federal  Contribution  Rate  (FCR) •  A 
j.    district  would  receive  one-h.alf  FCR  for  each  child  residing  on  Federal 
7    property  and  one-half  FCR  for  eafch  child  residing  with  a  palest  employed  ^ 
on  Federal  property,     FCR  is  said  to  "be  equal  to  the  local  share  per 
child  of  the  cost  of  education"  in  a  district.  .  " 

That,  "local  share  of  the  cost  of*  education,"  the  recommendations  con- 
tinue, is  the  difference  between  "the  amount  determined  to  be  necessary 
to  provide  an  adequate  level  of  education  per  child"  and  general  State 
aid 'per  child. 

The  amount  required  to  provide  an  adequate  level  of  education  is,. in 
turn,  defined  as  the  greater  gf  State  or  national  average  per-pupil 
expenditures.  'Finally*,   the   recommendations  provide   that   a  district's 

*  FCR  cannot   fall  below  half  the  average  per-pupil  expenditure  in  the 
district's  State.  * 

National  Average  Per-Pupil  Expenditure.*^ ^The  Commissipn's  recommenda- 
tions provide  that  the  amount  necessary  tq  provide  \n  adequate  level  of 
education  (from  which  St^tjlfchare  is  subtracted  to  obtain  local  share^ 
is  the  State  or  national J^prage  per-pupil  expenditure,  whichever  is 
higher.    The  Commission  states t 

The  expenditures  in  States  havitog  average  per-pupil  expen- 
ditures of  leSs  than' the  national  average  per-pupil  expen- 

*  diture  may  not  be  sufficient  to  provide  federally-connected 
children  with  an  adequate  level  of  education.—' 

This  provision  is  an  exception  to  the'  general  "principle  of  Federal 
neutrality  regarding  the  law  oi  States,"  which  requires*  that ^'decisions 
regarding  what  expenditure  is  necessary  to  provide  an  adequate  level  of 
education  should  be  re^pected^and  presumption  should  lie  irf  favor  of"  a 
State's  actual  expenditure.—  The  Commission  supports  the  exception  to 
the  general  rule^*it£  the  following  argument?  * 

*    Wherever  a- federally-connected  child-goes  to  school!,]  the 
*  Federal  obligation  follows.    If,  for  Federal  purposes,  the  f>  ^ 

'  parents  of  a  child  must  reside  in  a  school  district  of  a  / 

local  education  agency  having  low  Expenditures  per  child,        >  f 
should  the  education  of  that  child  be  hampered  by  the       *  j 
.  ,    .       fiscal  capacity  of  that  local  educational  agency?     With  ! 

this  factor  in  mind,  and  carrying  the  Federal  neutrality  [ 

,    4/  Report,  supra  note  1,  at  423-425.  '  " 

5/  Data  used  in  this  section  is  drawn  from  Estimates  of  School  Statis- 
tics 1978-79,  published  by  the  National  Education  Association. 

6/  Report,  supra  note  1 ,  at  . 

V  Id. 
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^       :   concept  a  little  further,  a  minimum  level  df  expenditures 
can  be  set  for  a  determination  of  adequate- level  of  educa-  . 
tiocis  the  collective  decisions  of  all  the  States,  so  that 
the   national   average  pjer-pupil  expenditure  becomes  that  * 
^  minimum.— 

In  the  alternative,  the  Chairman  considers  that  offering  the  national 
average  per-pupil  expenditure  option  does  contradict  the  notion  of 
Federal  neutrality,  if  Federal  neutrality  means  treating  States  similar- 
In  this  case,  the  Commission's  recommendations*  siibstitute  the 
national  average  per-pupil  figure  for  low  State  averages  as  the  amount 
required  to  provide  an  adequate  level  of  education.  In  so  dying,  the 
Federal  Government  is  conferring  a  benefit -on  States  with  low  per-pupil 
expenditures,  while  failing  to  confer  a  similar  benefit  on  States  with 
high  per-pupil  expenditures.1 


Another  way  in  which  the  Commission's  formula  is  not  neutral  is  its 
regional  bias.  All  the  states  in  the  South  and  £he  Southwest  have 
per-pupil  expenditures  below  the  naHenal  average?— x  only  three  of  11 
States  in  the  Northeast  have  per-pupil  expenditures  which  fall  below  the 
national  average.—  Thus,  the  Commission' s  recommendations  not  only 
violate  the  concept  of  Federal  neutrality  by  favoring  some  Statps^  over 
others;  they  systematically  favor  States  in  the  South  and  Southwest  over 
those  in  the  Northeast. 

,  ( 
The   most    important   implication   of   the   national   average  expenditure 
option  is  its  costliness.  *The  Chairman,  cannot  ascertain  how  much  of  the 
$1.5  billion  required  to  fund  the  Cckmission's  recommended  program  fully 
is  the  result  of  compensating  districts  as  if  they  spend  the  national^ 
average  per  pupil,  whether  they  do  or  not.    More  data  than  the  Chairman 


8/    Id.  ^  *  <.    "\    x  * 

9/  Those  States  are  Alabama,  Arkansas, ^  Florida,  Georgia,  Kentucky, 
Louisiana,  Mississippi,  North  Carolina,  South  CarolinKf  Tennessee, 
Virginia,  West  Virginia,  Arizona,  hew  Mexico,  Oklahoma^  and  Texas. 

Other  States  benefiting  from  the  mi^ority'^s  ^recommendations  because 
their  «per~pupil  expenditures  fall  below  the  natipnal'  average  4%£ 
Maine,  New  Hampshire,  Vermont",  Indiana,  X)hio,  Kansas,  Missouri 
North  Dakota,  South  Dakota,  Idaho*  Utah,  California,  Nevada,  and 
Hawaii.  .  / 

10/  The  eight  nqrtheastern  States  with  per-pupil  expenditures  exceeding 
the  national  average  aret  Connecticut,  Massachusetts,  Rhode  Island, 
Delaware,  Maryland,  New- Jersey,  New  York,  and  Pennsylvania.  Other 
State^^Ith  per-pupil  expenditures  which  exceed  the  national  average 
Sr^flllinois,  Michigan,  Wisconsin,  Iowa,  Minnesota,  Nebraska; 
Colorado,  Montana,  Wyoming,  Oregon,  Washington,  Alaska/  and  the 
District  of  Columbia. 


/ 
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has  available  to 'him  is  required*  In  lieu  fcf  a  precise  calculation,  the 
following  discussion  attempts  to  show  that  the  figure  is  not ^trivial. 

About  52,  percent  ,of  all  districts  are  located "inSt ate s  with  an  average 
per-pupil  expenditure  below  the  national  average  per-pupil.  expenditure. 
Under  the  Commission1^  formula,  they  would  be  compensated  as  •  if  it 
actually  costs  them  tfie  national  average  expenditure  to  educate  each 
federally-connected  pupil  enrolled  in  their  schools. 

In  1977,  the  national  average  per-pupil  expenditure  was  $1,755..  In  that 
year,, the  average  per-pupil  expenditure  in  States  with  averages  falling 
below  the  national  average  ganged  from  $1,201  ijp  Arkansas  to  $1,749  in 
Nebraska*  On  the  average/  federally-affwrtSd^  districts  in  Arkansas, 
could,  using  th%-  national  average  per-pupil  expenditure,  receive  $554 
more  per  "A*  child  and  $277  more  per  child  than  they  contribute,  on„ 
,the  kverage,  to  the  education  of  *hose  children  from  local  revenues.* 

On  the  average,-  a  district  would^  receive  an*  amount  per  *h*  child  in 
excess  of  actual  local  costs  equa^-fco  the  amount  by  which  it^  State's 
per-pupil  expenditure  falls  below  the  national  average.  By  way  of 
estimate,  among  districts  in  States  with  per-pupil  expenditures  below, 
the  national  average,  any  "overcompensation"  would  be  in  the  following 
amounts  per  "A"  child:  fos^three  States,  about  $500;  for  three,  other 
States,  $400;  for  ten  States,  $3D0?  for  seven,  $200,  and  for  five, 
$100.  -  *  ^ 

Eliminating  the  national  average  alternative  would  save  the  Commissions 
recommended  program  the  following  amount :* the  tot^l  numblr  of  "A*  pupils 
in  each  State  with  per-pupil  expenditures  below  the  national  average, 
plus  one-half  the  total  number  of  "B"  pupils  in  those  States/  multiplied 
by  the  difference  in  each  'state  between  average  per-pupil  expenditure 
and  the  National  average  per-pupil  expenditure. 

The  Chairman  heeds  more  data  to  cmlculat^  this  figure  precisei£\.  It 
seems  apparent,  howfever,  that  the  figure  is  not  trivial.'  If  ^nation- 
al average  alternative-  were  eliminated,  the  percentage  of  districts 
entitled  to -an  Impact  Aid  payment  *per  pupil  which,  by^def inition, 
exceeds  actual  local  costs  per  £upil  would  be  reduced/to  32  percent. 

The  POf  Floor .  The  Commission*^,  ^formula  provides  th^t  no  district's  FCR 
Should  fall  below  half  ,the  .average  per-pupil  expenditure  in  Che -dis- 
trict's ^tate.    That  provision  ;is  6*sed  on  the  fallowing  theoryf\ 


ie  policy  in  favor  of  federal  neutrality  with  respect  to 
State  law  requires  a  consideration  of  the  question  of  in- 
creasing St<&e  contribution  to  local  educational  agencies. 


/ 

i 


If  the  gipsunt  a  State  contributes  to  a  local  educational 
agdncy  increases  beyond  50  percent  of  the  CQSt,  the  method 
described  'above/would  penalize  that* local  educational 
agency  in*  that  its  Impact  Aid  payments  would  be  reduced — . 
this  would  discourage  State  policies  in  fa^br  o£  more  State 

aid- and  be  negative  rather  than  neutral. — ■ 

•  **#         -  *  ~ 


The  Commission  concludes  that'  a  *,  "minimum  Federal  contribution  rate 
Should  be  set-  stf  that»nd  local  educational  agency  in  any  State  should 
have  a  Federal  contribution  ,rate  of  jl^s  than  50  percent  of  the  average 


pempupil  expenditure  in  that  State- — ■ 


It  m  is  m  arguable  that  to  the  extent  State  aid -pays  part  of  per-pupil 
expenditures  in  a  fe3er$lly-af feqted  district, . "the  local  burden  is 
diminished*  .In  effect,  the  State  'Shoulders  part  of* the  burden  by 
decreasing  the  share  which;  the  local  district  -taust  contribute.  It  could 
be  argued  that  Impact  Aid  should  i>pt  djaplicate^  wha£  State  aid  is  already 
accomplishing.  ,  Ihis  J.ifte  of  reasoning  supports  an  entitlement  formula 
without  a  minimum  floor  so  that  State  contributions  are  taken  into 
consideration.  .  " 

W*  '  '  ?  4  '  * 

The  Chairman  tdoes  not  support  eliminating  this  floor  provision  entirely , 
however.  .  In  several  States,  ,th£  detrimental  effepts/of  eliminating  it 
outweigh  the*  benefits  of  doing.so.-  °  '*  %\ 

U>  ^  ; 

Fifteen  States  have  fc^oth  a  low  pet-pupil  expenditure  ahd  a  ^tafte  control-  ^ 
bution  which  exceeds  50  percent  of  education  revenues.    The  contribution , 
rate  calculated  by  subtracting  the  high  State  share  from  the  low  totals, 
per-pupil   expenditure  .  in  "^those   States — without    figuring    a   flofcr  of' 
one-balf  of  per-pupil  expenditures  below  which  the  rate  cannot  fall~can 
yield  a  ^contribution  rate  as  much  as  $325  lower  than  current  rates.— « . 
Incorporating  the  floor  (but  eliminating  the  national  average  per-pupil 
expenditure  provision)  yields  a  contribution  rate  whixsh  falls  slightly 
below  current  LCRbs^irf  13  States   {by  an  average  of  abdut  $106)  and 
exceeds  curxent  LCRsNin  two  States    (by  $55   in  Florida  and  $2..5*0  "in 
Louisiana) .—  „   \  *  * 


11/  Report,  supra  note  1  f  at\  * 
J2/  Id.  4  \~ 

13/  One  of  the  15  States  is  Hawaii.    The  difference  between  Hawaii's  LCR 
\-   .in  1979*- and  a  contribution  £ate  figured  m  without  a  floor  is  $436, 
\   because  Hawaii  has  a  Statue  contribution  of  nearly  80  percent.  This 

figyre  is  exceptional*  \  ,  ,  \ 

14/  Given  errors  and  imperfections  in  <iata,  the  $2.50  figure1 is  probably 
.not  significant.  u 


The  following  table  summarizes  this.       *  J 

Comparison  of  Contribution  Rates  for  States  with  Per-Pupil 
Expenditures  Below  National  Average  and  State  Contributions; 
Over  £alf-of  Education  ►Revenues  ,*1977  Data  * 


V 

Rate  Under 
Commission 
Formula 

1979 
LCR 

Rate  Under 
Alternative  Formula, 
Without  Floor 

Rate  Under 
Alternative  Formula, 
With  ^lQQfc. 

State 

Alabama 

$927.5 

$780.0 

$455.5 

$641*5 

Arkansas 

1,1^1.0 

780.0 

*  576.5 

600.5  ' 

Florida 

837.6 

780.0 

"  ~753.6 

835.5 

Georgia 

-  1*112.0 

780.0 

603.1 

623.0 

Kentucky 

804.2 

780.0 

\  427.2 

689.0 

Louisiana 

858.3 

780.0 

668.3 

782.5 

Mississippi . 

1,102,0 

780.0 

581.2 

617.0 

N.  Carolina 

823.6 

780.0 

^475.6 

.708.5 

S.  Carolina 

1,026.0 

780.0 

•  641.-2 

*  685.0 

W.  Virginia 

839.5 

780.0 

580.5 

748.0 

waiana .  ' 

1,330.0 

780.0 

682.6 

703.5 

N.  Mexico 

777.8 

.780.0 

1  474.8 

726.0 

Oklahoma 

,  943.9 

780.0 

660.9 

73-6.0  J 

Texas 

1,057.0 

780.^ 

f  686.5 

-  692.0 

Hawaii 

600.5 

780. 0* 

*  344.2 

600/5 

the  Chairman's  view,  a  significant  drawback  of  eliminating  the  floor 
is  its  regionalized  effect.  Jtift  but  two.of  the  15  States  most  heavily 
affected  by  eliminating  th^floor  are^in  the  South  or  the  Southwest. 

*    ■       J  s& 

Five*  States  have  State  contributions  amounting  to*  o?er  50  percent  of* 
education"  revenues,  but  average  per-pupil  expenditures  exceeding  the 
national  average.  Districts*  in  those  States-r-which  are  able  to  spend 
more  for  each  child  than  districts  spend  on  the  average  in  the  Nation  as 
whole~do  not,  in  me;  Chairman's*  view,  need  to  be  guaranteed  a  floor 
low  which HpR  cannot  fill.       s     4     *     ✓  ^ 

In  addition,  calculatinglwithout  the  floor  for  those  five  States  yields 
a  contribution  rate  which  vd6es  not  differ  maxitedly  fro©  current  LCRs  in 
those  State,s,  except  in  *  the  case  of  Alaska.-J-^A  rate  figured  with  the 
floor  would,  in  contrast,  exceed  'current  frates  by  mucfy  more — an  average 
of  $326. — 'The  following  table  summarizes  this. 

* 

_15/  Alaska  is  an  exception  to  the  general  rule  both  because  £he  s€ate 
contribution  is  high  and  because  Federal  land  ownership/is  so 
*  extensive  there.  *  *  1  -  /  * 

J_6/  This  figure  excludes  Alaska.  Including  Alaska  in  the  computation,  a 
rate  figured  with  the  floor  woul'd  exceed  current  rates  by  an  average 
of  $434.  ~k 
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Comparison  of  Contribution  Rates  for  States '  with/Per-PUpil. * 
Expenditures  Above  the  National  Average  and  State  Contributions 
Exceeding  Half  of  Education  Revenues,  1977  Data 


Rate  Under , 
Commission 
Formula 

'  * 

1979 
LCR  • 

Rate  Und^r 
Alterative  Formula, 
Without  Floor  - 

*  Rate  Under  * 

*     *? « 

Alternative  Formula, 
With  Floor' 

*  State 

Delaware 

? 1,036 

$914 

$608 

$1,036 

Minnesota 

-  964 

,868 

860 

964 

Montana 

L  549 

1,049 

*     .  924 

949     "  f 

Washington 

.940 

797 

767.  1 

■      ■     940       •  ' 

Alaska 

1,679 

1,974 

1,112 

1,676- 

The  Chairman  considers  that/eliminating  the  floor  in  States  with  average 
per-pupil^expenditures  falling  below  the  national  average  is  far  more 
burdejisome*  than  is  ;fast*£^ed  by  the  minimum  "overpayment*  resulting  if 
the'  floor  is  retained".  In  contrast,  retaining  the  floor  for  districts 
in  States  with  average  per-pupil  expenditures  in  excess  of  the  national 
^ave'tage  results  in  considerably  more  "overpayment.*  At  the  same  time, 
eliminating  the  floor  for  those  districts  results  in" a  c6ntribution  rate 
differing  little  .from  current  LCRs. 

Thus,  the  Chairman  suggests  a  provision  wh&h  allows  districts  in  States 
with  an  average  per-pupJLl  .expenditure ' below  the  national  average  but 
with  State  contributions  in  excess  of  half  of  education  revenues  to  be 
guaranteed  an  FCR  which  does  nbt  fall  below  one-half' of  per-pupil 
expenditures  in  the  State.  The  Chairman  ddes  not  support  a  similar 
provision  for  districts  in  States  with  an  average  per-pupil  expenditure 
above  the  national  average,  though  the  State  contribution  exceeds  half 
of  education  revenues.' 


-  . .  /  - 

Absorption.  Tfre  Chairman  does  not  believe  evertf  burden,  no  matter  how 
small,  must  be  compensated  by  the  Federal  Governmerta.  In  the  Chairman's 
view,  Impact  Aid  is  not  a  debt  which,  like  a  debt  between  private 
parties,  must  be  paid  regardless  of^ whether  the  creditor  (here,  tjhe 
school  district)  can  reasonably  withstand  failure  of  the  debtor  (the. 
Federal  Government)  to  pay.  *  %  + 

Rather,  in  th$  Chairman1^  view,  an  Impact  Aid  payment  is  owed  whenffthe 
failure' to  pay  it  threatens  the  integrity  of  a  school  district — wh£na 
district's  proper  function  (providing  an  adequate  level  oS  education)  is 
hindered  substantially  (the  district  is  unable,  without  making  an 
unreasonably  onerous  tax  effort,  to  finance  the  provision  of  an  adequate 
level  of  education) . 

The  Chairman  considers  a  district's  ability 1  to  withstand  a  Federal 
presence  can  be  measured  roughly  by  district  wealth,  which *may  be  the 
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value  of  taxable  property  available  for  education  revenues  per  pupil.— ^ 
If  a  federally-affected  school  district  is  wealthy ,  either  the  district  . 

% is  inherently  wealthy^and  capable  ^on  its  own  of  withstanding  the  Federal 
impact,  or. the  Federal  presence  has  augmented  the  district's  tax  base. 
This  amounts  to  an  "indirect  payment*"  If  a  district  is  not  wealthy — as 
is'- usually  the  case  when  much  of '  the  land  in  a  district  is  owned  by  the 

-Federal  Government  and  is,  therefore,  tax-exempt — then  Impact  Aid 
payments  ace  warranted. 

Lacking  an  absolute  standard  for  determining  what  constitutes  a  "sub- 
stantial hindrance"  *in  school  district  functions  or  the  capability  for 
"reasonably   withstanding"    the    Federal    Governments    failure    to  make 

'  Impact  Aid  payments,  the  Chairman  "suggests  using  a  relative  standard, 
after  comparing  district  wealth  throughout  a  State,  the  Chairman  would 
suggest  making  payments  to  relatively  poor  districts.  Relatively 
wealthy  districts  wou^d  be  considered  .able  to  withstand  -the  Federal 

'burden  and  to  absorb  the  cost  of  educating  federally-connected  children. 

Thus,  th&  Chairman  recommends  that  Impact  Aid  payments  should  be  keyed 
to  district  wealth.  This  approach  addresses  the  longstanding  criticism 
that  scarce  Federal  dollars  are  going  to  wealthy  districts,  and  it  pares 
the  program  in  a  fashion  that  the  Ghaipan  considers  equitable. 

Conclusion*  Thus  the  Chairman  offers  three  suggestions  in  the  spirit  of 
enhancing  the  success  of  the  Commission's  recommended  impact  Aid  pro- 
gram.   Those  suggestions  are:  J 

(1)  That  districts  should  not  be  allowed  to* use  the  national  average 
per-pupil  expenditure  in  computing  the  amount  of  Impact  A i'd  to  which 
they  are  entitled;    •     *  * 

♦ 

(2)  That  districts  in  States  with  an  average  per-pupil  expenditure 
which  falls  below  the  national  average  per-pupil  expenditure  shouldj^e 
entitled  to  Impact  Aid  payments  per  federally-connected  child  whiclf^do 
not  fall  below  one-half  the  average  per-pupil  expenditure  in  their 

y  ^States;  but  that  districts  in  States  with  an  aveefcge  per-pupil  expen- 
diture in  excess  of  the  national  average  should  not  be  guaranteed  such 
a  floor;  and  * 


(3)  That  relatively  wealthy  districts  should  absorb  the  costs  of 
educating  federally-connected, children. 


Harqld       Rq-g&rs ,  /Jr  •  7 

i  / 


17/  If  a  district  receives  revenue  from  non-property  taxes,  the  assessed 
valuation  of  those  tax^bases  should  also  be  taken  into  consider 
tion.      Measures  other   than   assessed  valuation  .  per   pupil  may*  be 
^required   from  State   to  State.,  depending  on  _State ,  school  finance 
plans.     *  #    _    e  *  « 


^J5  . 
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The  work  of  the  -Federal  Impact  Aid'  Commission  has  taken  members  of  the 
'  Commission  across  this  cpuntry.  In  the  ptocess  of  our  hearings  many 
educators  and  concerned  ,oiti2ens  hfeve  praised  the  Impact  Aid  Program  and 
have  made  further  comments  about  how-  this  and  other  Federal  programs 
operate  and.  shouldyoperate^  The  support,  for  this  program  has  been 
virtually  universal,  with  the  major  exception  bei^ig  the-pnite'd  States 
SduC2ltl*0ntaD^aftraent»  Reactions  have  been  so  positive  not  only  because 
of  the  basic  thrust  of  the  program,  bfct  also  because  of  the  way  in  which 
the  prAjram  has  helped  provide  Federal  funding  with  a  minAmba  amount  of 
governmental  interference,  '  , 

Despite-  my  fundamental  support  for  the  concept  of'  Impact  Aid,  I  am 
compelled  to  dissent  from  the  final  report  of  the  Commission,  My 
reasons  are  based  upon  two^primary  pgints.  Fijrst,  I  believe  1  that  the* 
Commission  failed  to  treat  all  impacted  areas  of  the^ country  fai'rly.  .In 
determining  that  funding  will  Jae  divided  an^ig  a  hierarchy  of  partici- 
pants in  the  program,  the  Commission  has  aqguiescM  to 'the  congressiorfil ' 
tacti'c  of  authorizing  at  one  level  and  appropriating  at  a  J.oWer  level. 
While  giving  lipservice  to  districts  in  the  S  eatery',  which' labor  * 
under  the  ^ame  impact  of  lost  tax  revenue  with*  increased  service 'burden 
from  Federal  policte3>  the  report  does  not*  guarantee  fair  treatment  of 
such  districts.  It  requires  full  funding  of  .heavily  impacted  A  dis*- 
tricts,  befdre  giving  a  penny  to  B  -districts.  I  see  no  reason  *-for 
;apptgpriating*  less  to  these  districts^  i  do  not  see  that  the  difference 
between  the  kind  of  impacts  funded  warrants  the  Commission's  determina- 
tion to  make  such  a  harsh  distinction  in  priorities.  The  Commission  has 
.heard  from  many  officials  and  superintendents  in  large  cities  and  in 
rural  areas  as  well  about  the  impact  of  Federal  presence^in  thesB 
districts.  We  have  heard  testimony  'of  how  .huge  amounts  o£m  property 
were  taken  off  the  tax  rolls  of -the  local  governments.  -  The  impact  of, 
this  has  been  enormous  both  in*terms  of  loss  of  tax  revenue,  and  in  bur- 
dens of  these  of ten* troubled-youngsters  upon/impacted  schpol  districts. 
There*  can  be  no  justification*  for  'the  Impact  Aid*  Commission  to  have 
placed  1  these  scffliol  districts ,in  Second  class  status.  Beyond  that,  lay 
colleagues  have  determined  that  it  is  more  appropriate  to  fund  o£her 
forms  of  impacts,  even  in  the  face  of  testimony  which  had  shown  that, 
such  other  impact— i-such  as  the  placement  of  military  bases  apross-  this 
country — may  lead  to  real  long  *  term  benefits  for  those  communities  in 
favored  sections  of  the  country,  even  when  the  bases  are  closed.  This  is 
the  form  of  impact  which  is  the  most  heavily  rewarded,  by  the  Federal 
Government  and  that  is  the  philosophy  that  has  been  ; strengthened  and 
supported  by  the  Commission.  It-  is  a  clear  case  of  support  for  old 
fashioned  pork  barrels.  ■ 

If,  in  fact,  the  school  districts  which  have  been  given  such  priority; 
at  the  expense  of  all  other  districts  are  so  vital  to  our  national 
security,  they  should  be  funded  under  appropriations  for  the  Defense 
Department,* not  the  Education  Department, 
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Extensive  .effort  h%  ttef  Commission  staff  has  been  expended  in  proving 
that  military  impact  is  mord*:  important  than  'any  other  Federal  impact* 
Too  little  effort,  has  been  expanded  on  the  poor  in  low-rent  bousing,  the 
refugee's,  th£<  Indians.  These  areas  have  not  been  sufficiently^ important 
to  the  Commission,  although  testimony  has~beep  heard  across* the  country 
_rfe^arding  the  effects  of  Federal  glides  on% these 'people.  ,  m  > 

.My  other.  re^§bn  for  dissent 'is  based  ,upds^the  fadt  that  scarce  Federal 
resources  .in  the*  area  of  educatiprt  are  being  channeled  to  ^a  program 
which  "is"  no,t ,  io  truith,  -ah  educjk£ion  program.  I  believe  that  the 
Federal  Government  has  a  responsibility  t£>  provide  a  'system  of  payment 
to  'localities  for-  services  rendered/  or  for  taxes  lost  by  -reason  of> 
Federal  "presencte. ,  '  However ,  ,Impa3fc.  Aid' *i3  not  ah  educational  service 
program  per  ser  and  therefore  the  amount  of  Impact  Aid  funding  should, 
have  no  bearing  on  the*.  J-ev^I  o£  appropriations  -  for  categorical  educa- 
tional programs.'  There  exists. a*  competition  for  dollars  between  Impact 
Aid  and  currently  underfunded  programs  serving  disadvantaged  children  in* 

i*low-income  rural  and  urban  areas.    This  cpmpAition  is  inappropriate  and 
undermines  the  validity  of  both- Impact  Aid  and  categorical  afd. 

*         ,  ♦  •  *-*  *  ■ 

Again  "the  Commission  t  hafe  approached  its  responsibility  in  terms  of  an 
already  .existing '-program  Snore  with  regard  to  the  political  coalitions 
that  are  involved  in  the  maintenance  of  programs,  and  less  with  regard 
to  the  basic  needs  of  schoolchildren*  In  making  this  choice,  the 
Commission  has  chosen  the'  easy  way  out*  '  Federal  assistance  to  education 
must  be  targeted  to  children  in  need,  no^~  to  school  districts  in  want. 
Although  this  approach  of  assisting  children  in  need  may  be  more  diffi-' 
cult  politically,   it  is  more  firmly  grounded  in  reason  and  in  equity. 

.As  a  result  of  these  basic  objections  I  .must  respectfully  dissent  from 
recommendations  which  I  believe  will  haye  the  effect , of  downgrading  the 
impact  of  federal  presence  in  several  important  areas  and  whiph  also 
^fai-1  to  direct  education  .dollars  to  meet  the  learning  needs  of  disad- 
vantaged children. 
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